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PREFACE TO THE SEVENTH EDltlON. 


I N this edition, tlie tifst that lias boon required since 
my husband’s death, JL have endoavoureii within 
certain limits, to a<lopt the ineth(.)ds which he ^.aught me 
in the preparation of previous editions. '^I’hat is to say, 
while I have altered nothing oti which a difference of 
opinion coidd exist, 1 have Vu’ought all the facets and 
figures up to date, h.'.ve discarded such illustrations as 
seemed to be obsolete, aiul Ifttve VeriHi;^ the facts on 
whi(di the arguments‘are based, by reference to hj^idhig 
authorities o,n Vlu; various topics touched upon. In this 
cojinectiwn 1 am greatly indebted for iiiformafion most 
kfixlly suppli(Hl by Mr James Howard, late M.P. for Bed¬ 
fordshire, Mr (Jydfrt'y Garrett Smith of Magdeburg, 
I’ni.ssia, Profe.ssor and Mrs Marshall ^of Cambridge, The 
Mon. C. W. ^ Fremantle, Deputy Master of the Mint, 
Mr G. llamsay, of the Army Clothing Department, The 
Rev. M’il.son Drown* Vicijr of Assington, Suffolk, Mr J. M. 
Ludlow, Registrar of Friendly fSoeieties,,Mr H. Mill of 
the fndia Offic.o, Mr Farrant, Managing Director of the 
Artisans’ and Lallburers’ Dwellings Company, Mr Stewart 
Pixley, Mr H. W. Birks, Mr G. H. Murray, SecijJary to 
tbp Gold and Silver Commission, AI? Prideaux, Secrcitary 
to the'l^oldsmifhs’ Company, Major Craigi,e, S(!cretary to 
the Q^ntral Chamber of Agriculture, Mr Beard, Secretary to 
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the Rochdale Equitable PionecrH, and Mr J. C. Gn: 
Secretary to the Central Cooperative Board. All of the 
have rao.st kindly and readily sujtplied rne with inforn: 
tion on the variou.s jioints on which I consulted thei 
and 1 wish to take this opportunity of thanking tin 
and of expressing iny indcibtedness to them, especially 
Mr James Howaixl, who prep.ared a very carefid a 
I'laborate estimate of tin*, pre.sent annual vabu; of t 
agricullural produce of the Urtiled Kingdom, wliich 
pkiced cit my disposal My,special thanks are also d 
to Mr E. J. J-)ryhurst, nho was for thirteen ycjars i 
husband’s secretary; he has revised all thc! proofs a 
helped me by a vari<.;ty of valuable comments a 
suggestions. 

MlLU'lCEiNT GA^tRETT EAWCETT. 


.July, 
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XN proparing (his I'ditioii J. havi' not thought it nccos- 
sary to *al(i'r in a.ny nia(erial rt'K])oct tlw genoral 
arraiigenipiit of tlic book. Carc^, liowovo.r, has boon 
taken to adapt (ho, illus(iations, as far as possible, to 
the cireiimstanc<^s of tlio ]>rosent tiinio 

I cannot place too high a vahio. upon the assistance 
which I have derived from my wife, liw the cours(^ of 
revising the book, she has made many most valuable 
suggestiojis, and* she has alsfi pr(‘pared an Index which 
I laelievenvill be found ver}' useful bv the*roader. 

*I also desire to fliank mv privale secretary, Mr F. .1. 
Dryhurst, for having cai'ofully revised the ])roo(s i,is ilu^y 
yjixssed thnaigh the ])ivss. 


Auiinut, 18S.'$. 
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XT has bt'cii often remarked that Political Economy is 
more! frequently talked about than any other science, 
and irliat it's principles are more frequently ap])ealed to in 
the discussions of ordinary life. No science, however, is 
perhaps more imperl'ectly understood. Profound niatlu!- 
maticians, or accomplished geologists and botanists, are 
far more numerous than real ma.st.ers of the princi])les of 
Political Economy. Hucli a fact is somewhat surprising, 
wlieu it is reme.mber(!d that Political Economy mu.st b(! 
appeahsl to_, in order pro])erly to discuss'almost any poli¬ 
tical. financial, or social (luestion. St*>m<!tim(!.s it has*no 

t * • 

tloubt happi!ned, that qieoyik! haf’(> not become genemlly 
familiarised with a science, because its principles have not 
been i!le,arly e.xplained. But Political Economy has never 
wanti'd able expounders. Adam Smith wi-ote the first 
systematic treatise on tlii' subject, ai^d his work will long 
continue to bi' read as a masterpiece of clen.r exposition. 
Mr .lohn Stuart Mill’s tri'atise on ‘The Principles of 
i*oliiical Economy’ is perhaps the. mofjJ; remarkable work 
of that, great author, and the book will be remembered 
as amifligst the moft enduring literary productions of the 
nineteenth century. *It is, ther.pfore, necessary 
explain the cTbject I have had in view in writijig the 
present work. 
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The end I hope to attain, I may britifly state to bo 
this. I think that all who take an interest in jiolitical 
and social questions, must desire to possess some know¬ 
ledge of Political Economy. Mr Mill’s treatise is so 
complete and so exhaustive, that many are afraid to 
encounter the labour and thought Avhich are tecpiisite 
to master it; perhaps, therefore, these may be induced 
(o read an easier and much sliorter work. I so well 
remember the great aiKaril-ago wliich 1 derived from 
remling Mr Mill’s book, that T would not pidijish my 
own work if I thought that it wamld witjj'lraw students 
from (lie pcati.sal of a more i;omplete treatise;. I am, 
however, convinced that those who become acquaint.ed 
with the first [iriuciples of Political Economy, will be so 
mucii struck with the attractivemess and iriqiortance of 
the .science, that they will not yeliii'uish its study. 

I have not attenqited to discu.ss all tin; ]>rinci^|j<;s,of 
Political hiconomy in full dtdail; but I ladieve no im- 
pqrtmit Jira.nch of the subje-ct has beei^ omitte^l; and I, 
there.-fore', think th;Pt the principles which are explained 
in the present work wall enable the reader to obtain a- 
tolerably comphd.e view of the whole scumce. In order 
to show how^ intimatc-ly Political Economy is connected 
with the practical questions of life, I have dt.'voted a 
separate chapter to .some subjects of gnait pre.sent in¬ 
terest; .such, for instance, as Cooperatjve Societii's— 
StjiRos and Trades’-Unions—and Tin; Effecls of the 
Gold J liscoveriei? For the convenience of the ordinary 
reader, and e.specially for those who may use the book 
tq .prepare themselves for iixamiiiaftons, I have prefixed 
a ver]^- detailed sumnuiry of Contents, which may be 
reg^ded as an analysis of the work. 
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1 cannot conclude these prefatory remarks without 
acknowledging the kind assistance which I have derived 
from those who have verified my statistical facts; but I 
have especially to thank my friend, Mr Leslie Stephen, 
Fcllhw of Trinity llali. He has given me many most 
importaiit suggt'stions, and has carefully revised the work: 
the accurate and comi)lete knowledge which he possesses 
of the science makes his revision peculiarly valuable. 

The labour of writing those pages would have been 
much gjrofi^ter, if I had not been fortunate enough to 
have a most patient and excellent amanue:isis in the 
youth who is to me so faithful an attendant. 


Tiuniti' Hall, Camiiiiiixie, 
Fth. 18G.S. 
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Chapter VII. Metayers and Cottiers, and the Economic 
aspects of Tenant-Right. 

Motayer and Cottier tenancy described--In the metayer tenure the "rent 
paid is always a fixed portion of the produce, but not always one half— 
In Tuscany the metayer rent is two-thirds of the produce—Tire me¬ 
tayers who cultivate the most fertile land ctijoy a beneficial interest— 
Fixed customs regulate the conditions of the metayer tenure, although 
these conditions vary in different countries - -The contradictory opinions 
with regard to the effects of metayer tenure explained—Why metayer 
farming is bad in France and extremely good in 4 taly—The condition 
of Irish cottiers most deplorable- -Cottier rents are regulated by the 
coiniietilion of population, iieid are therefore often so high that they 
can never be i)aid—The Irish tenure termed ‘conacre’explained—The 
Ulster tenant-right is a premium paid for the good-will of in farm by 
the incoming to the outgoing tenTint; tenant-rigl)t is also often under¬ 
stood to mciln compensation for unexhausti'd imimivemetjts—The Irish 
Jjand Acts of 1S70 ami 1881—Tenant-right in England—Permissive 
tenant-right was sought to be estaldished in England by the Agri¬ 
cultural Holdings Act 1875—Tenant-right, especially in such a country 
as England, is chiedy to bo justified not on the ground of protection 
to tenants but that the ])ublie, arc interested in the more elliciunt culti¬ 
vation of the soil which is thus promoted- -'The Tenants’ Improvements 
Act 188,} .^.PA.UES 205—223 


Chapter YHI- 


National Education and other Remedies 
for Law \Vages. 


The average wages are dej^ertnined by a l atio bt^tweeu caj>ital and the num¬ 
ber of the labouring i)oj)ulation—11* tliis ratio remains constant, wa^es 
cannot be increased, unless prolits arc diminished, or labour is made 
more ellicient—Any advance in wages in a ])articular trjjde, which 
reduces the profits of that trade below the curn'ut. rate, cannot he per¬ 
manent- A law to regulate waj^es must either he uiisehievouH or nuga¬ 
tory—Equally^ unsatisfactory results would ensue if the length of a 
day’s work wore regulated l)y law-—Associations of labourers when 
carrying on business on their own account have an opi)ortunity of 
showing whether meu who now suffer from exooshtivo om})loyinent 
could do as much if they ,’vorked a smaller number of hours each 
day—The State caunot find work for all tlio unemjdoyed, unless po])u- 
lati4|n is restrained by law—No remedy for low wages can exert any 
decided permanent iniliienct^ unless it increases tlu* ellicicncy of labour 
and improves the s«^ial and moral condition of the labourers —Hence 
National Education is not only the tnost effectual but also an essential 
remedy-Since the introduction <>f National Education there has been 
a considerable decrease in crime, pauperi^.m and drunkenness—-Ex¬ 
planation of the way in which education <lirectly increases the efticicnoy 
of labour—Emig^iition mayjtie a most efficient remedy for low w^ages— 
The advantages resulting from the allotment systtmi—The enclosure 
of commons has often inflicted great injury not only on the poor 
also on the general public—These enclosures ought generally in 
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future to be resisted—Tlie test of the efficiency of any means of raising 
the ctmdition of the poor is this: Will it tend to make the poor ulti¬ 
mately rely more upon self-help ?. paobs -224 — 238 

. 

Chapter IX. Trades-Unions 

An ofplanathm of the ftinetions of a trades’ union—-Trades’ unions pro¬ 
duce their greatest effect ui)on wages if they restrict the number of 
workmen eni))loyed in a trade- -This is atUmipted to be done by limit¬ 
ing the number of apiirenticos—Such restrictions, if carried into effect, 
inflict great injustice on the laboin-ing class; they also raise the price 
of commodities, and may jeopardise the existence of an industry— 
As an example of this, the elTccts of the trades’ unions at Birmingham 
may be quoted- 'Trades’ unions not necessarily connected with strikes 
— Workmen have a right to combine and to join a sti-ike if they use 
neither'intimidation nor violence,.in support of their combination-- 
The majority of intellig<'nt arlizans are in favour of tirades’ unions— 
'Their elTeA on wages described —'They eoidd exert no influence on 
wages if the effect of competition were instantaneous—But compe¬ 
tition acts slowly, and in some cases, as with the wages of sortie 
agricultural labourius, it is neutralised for an indefinitely long period 
—Wages are fixed in the same way as a bargain carried on by the 
buyer and seller of a commodity — In order to improve their position 
in adjusting this bargain, employers and employed form combinations 
with others of their class- -'They are thus placed in a position of equality 
—Bargaining implies autagoni’am of interest—As long as wages are 
fixed by a bargain, strikes will continue tp occur, because in settling 
•ihex^erms of a bargain it must often happen that one party will refuse 
to accept the price r)ffei-od by the other—Conciliation and arbitration 
are not effectual remedies for strikes, because they do not remove the 
antagonism of’ interest between employers and employqji—'This is 
ofleoted by copartnerships -'The principle of copartnership dellnerl— 
Its betiefits extend both to employers and cuiploycd—'There are many 
collateral advantages connetteil wifii copartnership—It has been adophsl 
with g^eat success by- M, Ijechiire and others—It is well suited to 
agriculture—'The exirerimcnt of Lord George Manners at Newmarket— 
Tile progress of the movement will be gieatly assisted by national 
education.239—255 


Chapter X. Coopurtxtion. 

Cooperation exists ,m its comp'.do form, when labourers supply the capital 
which tluar industry requires—Many of the so-called cooperativ«»Btores 
aro not truly cooperative, because they distribute the profits between 
the sharr bolders and the customers, and give uo portion of them to 
labour—'The origin of the cooxierative movement in England—-'The 
history of the Rochdale Pioneers’ store—In tlio Rochdale store the 
ordinary' retail prices fire charged, and the profits are distributed 
among tlie customers iii proportion to tJie amount of their purchases 
at the end of each quarter—In the Ci'.'il Serviee^tores the customers 
receive their share of the iirofits by being charged a reduced price for 
goods—Cooijcrative stores give no credit—Great advantages result 
from this—'The Wholesale Society was established to supply g<f£>ds to 
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cooperative stores—This society manufactures many of the poods it 
sells—The Scotch wholesale—Cooperative production—The progress 
of cooperative production in the cotton trade—The question of the 
right of labour to a share in the profits of cooperative societies is still 
unsettled—It is much easier to apply cooperation to distribution tjian 
to production—Cooperative productidn has been carried out on a larger 
scale in Paris than in Kngland—Advantages of applying cooperation to 
agriculture—The late Mr (lurdon’s cooperative farms at Assington— 
Cooperative banking—A description of the cooperative banks in Ger¬ 
many founded by M. Schulse-Delit/.sch—The legislative enactments 
which have impeded cooperation in Knglaud—A description of some 
undertakings which are partly coojKirativo in their character, such as 
building societies .T.. paous 281 


Chaptkii XI. State Socialism and the Nationalisation 

• 

of the Land. 

Tlio characteristic of modern socialism is its reliance on the State— 
Schulze-Ilolitzsch and laissalle the founders of two opposile schools of 
social reformers—Schulze-Delitzsch advocates schemes Viaseil on self- 
help such as cooperation—Lassalle is the ailvocate of increased State 
assistance -He was the founder of the Internationa’. The most impor¬ 
tant scheme of State, socialism is the Nation.slisatiou of the Land— 
Special attention has bci#ii directed to Mie subject in Lngland by 
Mr Wallace’s and Mr llenry George’s books -The.dilTcrence nointed 
out botwisni the State re-a4)propiiatlng land wliicb it tiiid rclim^ish^d 
and retaining possession of existing rights—This iilnstialed by jTf.'rma- 
nent settlement in,Tndiii -Tlie importance of the State not sni reiidering 
the whole of its iiroprietary rights in the lands—Tins illustn^ted by land 
sjles in Australia—If nationalisation carried out^n the plan of giving 
no compensation or inii*lequale compensation the scheme is unjust If 
full compensation were givei-^gn'at peclmiary loss would result, which 
would have to be borne by' gimeraliiody of tax-payers - Nationalisation 
involves this dilemma -If the land were let at less than market price 
then an unlimited opportunity would be offered for State favouritism; 
if the market price is charged the cultivators would not Is.' benefited — 
Keasons against State approjiriation of the unearned increment in the 
value oflaiid -The policy of tiai Government underlaking the construc¬ 
tion of public works eonsidercu, with special reference to India and to 
Lranco—Harm would be done to cooperation if cooperative institutions 
obtained State loans—Sonu! ntf the disadvantages pointed out of using 
pnblic funds for the creation of a class of jieasank proprietors—The 
effecks likely to bo pi’oduoed by the State or munieipality undertaking 
to erect houses for the working-classes—Among other disadvantages it 
would discourage tllfc efforts the working-clas.ses are now making to 
snpiJly themselves with better iiouses through the .igcncy of building 
societies—The scheme of Prince Bismarck for providing insurance and 
annuities for workmen by a special tax upon Anployers -This 1 ;ax must 
either wholly or in largo part ultimately falftipon the em])loyed—Tliere- 
fore the scheme is^ine of con»i)ulsory insurance—The disadvantages of 
compulsory thrift—The State may legitimately offer facilities for saving, 
but any institution, such as the Post Office Savings’ Bank, should be self- 
supj^rting—It is not safe to condemn a scheme because it is socialistic 

F, M. C 
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—Thus the Knglisli poor law is based on socialism but its abolition 
would bring into operation worse evils than those which are caused by 
a iK)or law when properly administered—The reasons against free 
education . pages 281—303 

Chai*tkr XII. On the Economic Aspects of Slavery. 

Owing to the tormination of the. American War many remarks made in 
this chapter are. no longer pertinent to the present time. It has however 
for various reasons been thought desirable not to omit the cluipter. 

Slaves are a portion of the cultivator's capital; hence, in slave cultiva¬ 
tion, tlie produce is distributed between rent and profits—The ultimate 
abolition of slavei-y chiefly turns upon economic considerations—The 
late I’rofessor Caimes, in his work erAitled “ The Slave power,” affirms 
that slave-labour has the three following defects: it is given reluctantly; 
it is itnskilful; it is wanting in versatility—The consequences of these 
defects traced—Slave-labour can only bo profitably employed when 
labour can be concemtrated—No skilled labour can be earned on by 
slaves—Mr Olmstead’s testimony—No parallel between the condition 
of slaves in (ireeoe and the slaves of the present day—-Slave-labour 
impoverishes the soil, hence fertile virgin soils are required—The 
acquisition of new territory is therefore indispensable to slavery— 
Slavery will grinlually cease to be profitable, and therefore will bo ulti¬ 
mately exterminated if restricted to a definite area.304—311 


BOOK III. 

< EXCHANGE. 

CiiAPTEU I. Chi Value tund Price. 

Wljy it is advantageous to discuSs th^ production and distribution of 
wealUi, before considering the exchange of wealth-—Value and price 
ilofiiied—Value is a relative expression, and implies comparison— 
I’riee is the value of a commodity estimated in money—There cannot " 
be a gtuieral rise in values, but there can be a general rise in prices— 
When the value of one commodity is compared witTi that of another, it 
is always done by comj)ariug their iflices -Hence we dei>urt from the 
method usually pursued, and proceed atoncfe to consider the laws which 
<lptern)ine the price, and not the val*ie, of commodities—The assump¬ 
tion is, in the^rst instance, made, that any alteration in the price of a 
l oinihodity is not produced, by a change in the value of theoprecious 
metals .315—318 

Chapteii II. On the Causes which Regulate the Price of 

Commodities. 

t 

Commodities, when their price is inwestigated, .arc divided into three 
classes: the fir.st class comprises those commodities whoso supply is 
absolutely limited; tlic second class comprises those commodities which 
become more expensive as their supply is increased; the tliqrd class 
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embraoea tlioac coininoditioR whoso supply can be increased without 
their becouiiug more expensive—Articles of virtd, agricultural produce, 
and inanufactureil produce, are reijre8<'ntative8 of these three classes— 
The laws of price which apply to the first class illustrated by con¬ 
sidering how the price of one of Turner’s pictures is determine^; it 
would be usually said that the price of such a picture is regulated by a 
ratio between the demand and the supply—This is erroneous ; the price 
must be such as to eciualise the demand to the supply—‘Effectual 
Demand ’ defined - -Value is composed of two elements ; represented 
by value in use, and by the difficulty of obtaining an article—These 
elements symbolised by letters U and D—No article can have an ex¬ 
change value unless TJ and J> arc both present—The price of almost 
every commodity depends upon 1), the element being only partially 
operative—U exerts its full influence with regard to those commodities 
which arc comprised in the first class above enumerated 

PAGES 319—325 
• 

Chai>tkr Ill. ' On the Price of Agricullunil and Mineral 

Produce. 

The price of agricultural produce musi, be such as to give the farmer the 
ordinary profit for his <'.apital and for his labour of superintendence— 
If, therefore, the rent of land increases without a diminution in the 
farmer’s othtw exxjenses, the ju ico of agricultural pioduce must rise in 
order that the farmer may be compensated-—lli<!ardo’a theory prov(!8 
that rents must rise if, a» population incifeasea, wf)rse laud has to be 
cultivated; but if rents rise, the price of agricuUural 2>rodu(jt! must 
rise—The land which is ^jn the margin of cultivation only \ays^ a 
nominal reyt; and the price of agricultural produce must be always 
such as to give t^e ordinary rate of profit for cultivating this land— 
From this last jjroijosition it follows that the price of agritjpltural pro- 
(^ucc is tiot aflect(!d by the payment of rent, bfft by the demand for 
agriculttiral produce, si^iCAj the demand determines how far the margin 
of cultivation must dcseendj—'J'he rise'in. the ])rice of agricultural pro¬ 
duce consequent on an iuert-ase In poimlation may be counteracted 
either b.y agricidtural imjirovements or by the importation nf corn— 
The price! of mineral i^roduce is regulated by laws similar to those 
which determine the price of agricultural produce—A commodity is 
said to be at it^natural price, when its price is such as to equalise the 
supj>ly to the demand—The natural price denotes a position of equili¬ 
brium—A parallel drawn betvJ’een this position and the elliptic planetary 
orbits—An incre.aae of decrease in the demand does not necessarily 
produce a }>roportiona,tK increase or decrease in inice—Under certain 
circumstances an increase in the demand, say of mo per cent., may 
proifcice a rise in price of 50 per cent.—This circumstance explains 
the groat rise in the price of coal—The extremely heavy burden cast 
upon the community by this rise in the price of coal—The proprietors 
and lessees of coal-mines 2>vobably gained not less than 40,000,000^. 
a .year at the expense of the general consumer—Increased economy in 
the use of coal is the only compensation which tho nation c&n derive 
from this rise in the price of coal—The gfeat rise in the price of coal 
was succeeded by^ fall—Tlie causes of this fall examined—The fall 
was partly due to a general depression of trade, and partly to the in¬ 
creased production of coal, stimulated by exceptionally high profits 
an(^wages .. S’**?—-337 
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Chapter IV. On the Price of Mamfactnred 
Commodities. 

Why t)ie laws of price) which ajepiy to agricultnral produce do not apply 
to manufactured produce—An increased demand for a manufactured 
commodity may economise some of the processes of manufacture and 
tlius diminisli the price of a commodity—This illustrated by Mr 
Thompson’s invention for boat-building—The competition of capital 
causes a certain average rate, of profit to belong to each branch of in¬ 
dustry—Hence the price of a commodity must have a constant tend¬ 
ency to be such as to give this particular rale of profit—-Consequently 
the price of a manufactured commo<lity constantly aiiproximates to its 
cost of production—Cost of production includes the profits of the pro¬ 
ducer-• Sudden fluctuations in the demand or supi>ly may cause the 
price of a commodity to vary greatly fi-om its cost of production—These 
variations in price, thoirgh great, are, however, only teinporary, since 
the competition of capital is constantly tending to make the price again 
equivalent to the cost of production—This illustrated by an example of 
a suildeu demand for rifles—-There is a constant tendency in operation 
to equalise the demanil for a commodity to its supply, both when the 
lirice of the commodity is regulated by its cost of production, and 
when its price is disturbed by sudden fluctuations in the demand and 
supjdy . I’AOKs .^38—349 


C HA i*TE R .V. On*Msjm»^ 

’hyXve discussed the price of commoditie8*before we considered the sub¬ 
ject of money—Money provides a medium of exchange,, thus obviating 
barter, and money also serves as a general standard of value—It is not 
necessaijv, but It is most convenient, that money should be made of the 
precious metals—^ny substance may be chosen as a gen(«-al messuro 
or standard of value; if wheat be tlius selected, the price of all com¬ 
modities must be estimated m wheat -»The substance which is chosen 
as money ought, as far as possilne, to possess the following qualities; 
its vafnc should be uniform; it should jiossess an intrinsic value of its 
own ; it should contain a great value in small bulk—Gold and silver 
do not vary much in value, because the cost of obtaining these metals 
is not liable to any great changes, and, except on j’aro occasions, the 
supply of these metals is not subject to sudden fluctuations—The 
quantity of gold and silver which is used h>r other purposes, besides 
being coined into money, is comparatively small, and therefore the 
quantity of gold required for such purposes <loe8 not vary greatly—Gold 
and silver have«always possessed an intrinsic value of their own, since 
no other substances are so well ((ualiflod for ornaments; the biCghtness 
of these metals gives them beauty; they can be long preserved, and 
their malleability makes them easily worked irfto artistic forms—These 
metals have always been scarce -Hence they possess the third requisite 
for rn^ney, since they contain great value in small bulk—Copper money 
is used for the convenience of making small payments—The incon¬ 
venience of a double standard or bi-metallism—if gold and silver are 
both made a standard of value, thentHisstandardissubjecttoincreased 
variations—Tire arrangements adopted by our own Mint explained— 
Gold is in our own country the only standard of value, since silver and 
copper money are merely made subsidiary coins. 3^.0—362 
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Chapter VI. ''On the Value of Money. 

Value of money’ is an ambiguous expression—It is popularly used to 
describe the current interest, as represented by the Bank-rate of dis¬ 
count—In Political Economy, valun'of money means the piircbaiflng 
power of money—Hence the value of momy increases as general prices 
decline, and vice vend —The value of gold in bullion must be the *iamc 
as the value of gold when converted into money—The fallacy of con¬ 
sidering that the; value of gold has reimiined unchanged, because the 
price of gold never varies—The value of money is determined by the 
same laws as those which regulate the value or price of all mineral 
produce—tlold is devoted to two distinct purposci: first, it is coined 
into money; secondly, it is employed for purposes of art and manu- 
faisturo—The quairtity of gold nsquired for tile last of these two pur¬ 
poses does not vary greatly from year to year—Hence any increase in 
the (Quantity of gold produced must be almost entirtdy eonvqrtcd into 
coin- -Tlie amount of money any wiiintry requires partly depemls upon 
the amount of its wealth, and })artly upon the niimbtfi- of.times which 
any commodity is bought and sold tor immoy -The amount of money 
which a country keeps in circulation is no accurate measure of its 
national wealth - A c()untry reciuires a greater amount of mon(;y in cir 
culation as its wealth and poiudatiou increase In the ease of an ordinary 
commodity, thi; demand is equalised to th<‘ supply, by either a rise or 
fall in the price of the commodity- -But the price of gold is a meaning¬ 
less expression; hence, in the case of money, the demand is <‘(jualised 
to the supply by a rise or I'a^l in the value of the precious metals—The 
demand for a commodity varies wit)? its price, but the ratio yf this 
variation cannot be precise^ defined, for it varies greatly with dilferent 
commodities—This last inopositiou illustrut(;d by examples—Tlfe de¬ 
mand for the piecions metals varies, eicieriii pai i/jue, precisely in the 
inverse ratio of their value, if uniformity in general prices is pre¬ 
served —If we suppose that the precious metals aAi solely employed us 
money, a nation has a demand for a greater or less amount of money, 
in order to maintain gencral^piices unchiingod—Hence, if the wealth 
and population of a country increSse, the demand for money will in¬ 
crease—It is most important that the value of gold, or, in other words, 
that general prices, should fluctuate as little as possible—The supply 
of gold is (Miteris parihun increased if the value of gold advances, be¬ 
cause gold-mining becomes more profitable—But an increase in the 
value of gold is*caused by a deficiency in its supply—Hence an in¬ 
creased demand for gold stimiflates an increased supply ; consequently 
the demand is equaliseiT to the supply, and thus a tendency is brought 
into operation to preserve uniformity in general prices—This process 
of equalisation is analogous to that whicli takes place with regard to 
everyjother commodity—In the absence of any counteracting ciroum- 
stauees, the value of the precious metals must increase if the cost of 
obtaining them is intweased, and vice verm their value must decrease if 
the cost of obtaining them is diminished by the discovery of more pro¬ 
ductive mines.. pages 563—378 

Chapter VII. Foreign Commerce or IjSiti eiyiatiqi gfl) 'f}giile« 

Foreign commerce enables the capital and labour of a country to be 
applied to those branches of industry for which it possesses special 
advaittages—The advantages of foreign commerce were, wMle the 
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mercantile system prevailed, estimated by the amount of money brought 
into the country- Hence exports were encouraged by bounties and 
various restraints were imposed upon imports —A system of protection 
was the natural development of the mercantile system—If two countries 
produce commodities at a differeht relative cost, foreign trade becomes 
profitable to them both—Hence, it is possible that foreign trade may be 
pro,fitable to two countries, althongU all the commodities exchanged 
might be produced cheaper in one country than in the other—The 
bargain of international trade is adjusted by equalising the supply of a 
commodity to the demand for it—The profit arising from foreign 
commerce is shared between two trading countries in the inverse ratio 
of the demand wMch each has for the commodities imported from the 
other—If England exports iron to Prance, and imports wheat, and 
if the cost of producing iron is cheapened in England, but not in 
France, the terms of the internationaf’trade must be again adjusted, 
so as tq^equalise the demand to the supply-It is quite possible, under 
the circumstances just supposed, *hat the cost to Prance of the iron 
she imports may be reduced by an amount exceeding the diminution 
in tho cost of producing this iron in England—The grain which results 
from international trade is distributed amongst the 'consumers of the 
commodities imported, and cannot be apjiropriated, either by the pro¬ 
ducers of exported commodities, or by the merchants who carry on 
foreign trade—Foreign trade will generally cause the price of a com¬ 
modity which is exported to rise in the home market— The home 
producers of a commodity may temporarily suffer loss, if the price 
of a commodity is reduiscd in cousequeiyje of foreign importations— 
But inequalities, in the rate of profit in any industry ivill always be 
ultirtiately removed by the competition ®f capital—The rent of land 
'may be permanently reduced, if agricultural produce is cheapened by 
foreign importations—Foreign trade affects the pjiee, both of the im¬ 
ported apd exported commodity—The equation of international trade, 
therefore, requiresm very complicated process of adjuatinenf, since the 
price both of the imported and exported compiodity must be such as to 
equalise the supply to the demand for* these commodities in both the 
trading countries—-Foreign comnferco raises the price of the commodi¬ 
ties exported, and reduces the price of those imported—It may appear 
that if the commodities exported are necessaries, the labourers may 
be injured by the rise in their price, but they are more than com¬ 
pensated by an increase in their money wages, because foreign com¬ 
merce economises labour and capital, and therefore enables higher 
wages to be paid without encroaching hpon profits—A consideration of 
the arguments in favour of protection whieh*are current in the United 
States and in Australia The fallacy (explained of what is called ‘re¬ 
ciprocity in frue trade’—Commercial treaties involve a certain de¬ 
parture from the principles of free trade—The cost of exporl^g and 
importing commodities may bo borne in different ratios in two different 
countries—The greatest portion of this cost of#arriage would be borne 
by the country whose demand is least diminished by the commodity 
being increased in price, in consequence of the cost of carriage—If it 
is assiAned that there Is perfect free trade between the two countries, 
then there cannot be a greater difference in the price of any commodity 
in the two countries than is equivalatit to the ^ost of cai-riage—The 
principles investigated in this chapter are equally true when a great 
number of commodities are interchanged, and when foreign commerce 
is not restricted to two countries—When it is said that, in order ti^-satisfy 
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the equation of international trade, the commodities which a country im¬ 
ports must be equivalent in value to those which she exports, it is assumed 
that a country has no other payments to make to other countries except 
for goods imported, and no other payments to receive except for goods 
exported—If a country is a del)tor of .other countries, then Inr expqyts 
will exceed in value her imports l<y an amount equivalent to this in¬ 
debtedness— [f a country is a creditor of other countries, then her 
imports will exceed in value her exports by an amount e(iuivaleMt to 
the not indebtedness of other countries to her -These principles ex¬ 
plain why the exports of India always greatly exceed her imiwirts, and 
why, on the other hand, the imports of England greatly exceed her 
exports. I’AOEs 379—410 

CuAFTEn VIII. On the^ Transmission of the Precious 
Metals from One Country to Another. 

In a note at the beginning of this chapter, it is shown that the value of 
the nietal selected as the standard currency is the ^laini? whethesr in 
bullion or in coin, when the Goveriinnint makes no charge for coinage 
• -The ince.ious metals arc disti'ihuted in two ways: first, they are 
oxporteil from the mining cc)untries as an ordinary <‘ommodity of 
commerce; secondly, they are transmitted from oiX' country to another 
in the form of money—The value of the pieeious metals is regulated 
by laws identical with those which regulate the value of atiy other 
commodity which is exelu^iged in foreign coinnn'ice 'riie precious 
metals arc constantly transmitted itf the hum of money from one 
country to another, because, in the first place, they <?ontain greahvalue 
in a small hulk, and secondly, every kind of wealth can he purciia.sc«l 
by gold and*silver--England is to a great exlent the emporium of 
gold; a great portif>n of the gold which is produced in Australia, Cali¬ 
fornia, Ac., is in the first instance sent to her, mul^thcn disrtihntod by 
hdi’ to the various countries of the world—Although England imiKirts 
and exports so much gSld, yet the valvic of gold is K<'i)t in England 
approximately constant —Thi.f e.ons**vncy iif value is maintained, because 
it is impossible to obtain an undue amount of the precious^ metals, 
witht>ut producing a decline in the value of gold, or, in other words, 
a rise in general prices -If general prices rise in one country com¬ 
paratively more tharr in another, the balance of trade is at once dis¬ 
turbed; the cxpdrts from the country are diminished, and her imports 
increased, and a drain of sp<*ie, consequently, at once commences— 
There is, therefore, a constant agency at work, which camses the precious 
metals to bc^equally distributqfl over the world . 411 —417 

Chapter IX. Foreign Exchanges. 

The commodities bougllt and sold in foreign commerce are usually -paid 
for by hills of exchange: this course is adoiited in order as far as pos¬ 
sible to obviate the transmission of specie—A bill of exchange is a 
written acknowledgment given to a creditor,* that a debt duft to him 
shall be paid on a particular daj'—If the Exports sent to a particular 
country are eqnivajlent in vaiue to the imports received from a par¬ 
ticular country, bills of exchange enable the transmission of specie to 
be as completely obviated as if the exports were exchanged for the im- 
porljp by barter—If the imports from France exceed in value the exports 





XXVI 


Contents. 


from Enfrlanil to France, English merchants will have a greater 
demand tor hills drawn upon France, than French merchants for bills 
drawn upon England —Eilla drawn upon France will conseiiucntly be 
at a pronijiiu—When this is the ease, the exchange is said to be 
against England, and in favour i)f France—A country has consequently 
to export spe< ie when the exchange is against her --Hence the expres¬ 
sions ‘favourable’ and ‘unfavourable’ exchange are remnants of the 
nitxcantilo system—If the exchange is against a country, its money 
will bo d<qire<uated in value, when conipare l with the money of a 
eountiy which has a favourable exchange—When a scandty of gold is 
anticipated, bills may rise to a greater premium or fall to a greater 
discount than is rci^resentcd by the cost of carriage—As an example, 
bills drawn on Franco rose lo per cent, wlien it was ktiown that 
Nap<deon had landed from I'llba—If an unfavourable exchange always 
rc(juircd specie to be actually exported, the i)reniiuin upon bills would 
always closely approximate to the cost of tiansuiitting sijecie—There 
are, limvcver, constant fluctuations in the premium upon bills, because 
a7i unfavoui-able exchange may bA rapidly' succci'ded by a favourable 
exchange —.411 l•.ufavourablo exchange cannot bo of long continuance, 
because it exerts a tendency to diminish the imports, and to increase 
expoits -An export of the precious metals, as ordinary commodities of 
comnierce, does not necessarily denote an unfavouiable exchange!. 

I'AOES 418—4^7 


CiiAPTEH X. The FwncUous of Credit. 

Credit signifies borrowing and lending, and tlierefoi-e implies confidence— 
Credit is said to be good when there is comtidcnco in those! who borrow 
- 'ihe credit of an individual, as well as the enslit <if a. State, is mea¬ 
sured by the rate of interest paid for money borrow'pd The oft-rei>catcd 
maxim, ,that’credit is capital, is a meaningless expression--Ciedit 
greatly assists th<! «production of wealth, b<'eauso wealth which is .em¬ 
ployed a.s capital is often borrowtsl from tl>ose who wotild not them¬ 
selves employ productively th<! w'<!alth, which they lend—-The deposit 
a<;ci!unts which are held by bankif illustiate the extent to which credit 
increases the capital of a country—Eaigo public works, such as rail¬ 
ways, could not be carried out if credit did not exist; the capital which 
they re<inirc is so large!, that it must be borrowed from a great nutidier 
of indi\iduals—Credit enables all wealth which is s^jved to he applied 
to the most productive purposes..428—434 

I 

CuAi'TER XI.'* The Iiilluenc* of Credit on Trices. 

Bills of exchange, telegraph drafts, bank-notes, and cheques fpay be 
regarded as instruments of credit—A bill of exchange is a written 
promise to pay' a certain amount at a fixed dwte; a bank-note is a 
promise to pay a certain amount upon demand—Hilfeient bankers 
exchange their cheques and bills at the Clearing House, and the con- 
venionee of this coursef is great—Bills of exeliange, bank-notes, and 
cheques provide substitutes for money—Hence the ijilluence exerted by 
credit on prices—When conmiodities aim l)ought apd sold through bills 
of exchange, the use of money is as completely dispensed witli as if 
commodities were exchanged by barter—If lulls of exchange were not 
emiiloyod, one of two things would happen; either the mopey in 
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eirculation must be increased, or specie would ris(> in value—It is 
credit, and not the particular form in which credit is Kivon, wliicli 
provides a snbstitute for iiioney—-Booh-orodits, fur instance, altliouf'h 
not existing in a transferable form, may provide as complete a sub¬ 
stitute for money as bills of exchange—Bills of exchange cause .the 
amount of credit which is givmi in a country to be much grrsiti’r 
than it would be, if book credits were alone cm|iloyeil —A bank-note 
is a more complete substitute for money than bills of exchiingi!, be¬ 
cause if bank-notes did not exist, money must bi; emjiloyecl in most 
of the transactions which are carried on l)y bank noli s—if bank-notes 
did not exist, cither more money must be brougbt iirto circulation or 
general prices would decline—A country recinires a smaller ume unt of 
money if it employs bank-notes; lu’uco bank-nob's economise wealth, 
because gold and silver are valuable eonirtiodities -No ilteet is . xorted 
on prices by bank-notes, if tiny simply occupy the place of a coiie- 
spoiiding amount of money—(loin’ral prices are advanced by a bank 
note circulation if bank-notes art' added to tbe circnlatioif witbout 
causing a corn;spontling amount of money to be withdrawn ■ Credit 
increases the piircliasiiig power of each imiivitlual,* and* in this way 
exerts a great effect on prices Tbe effect, thongli great, is, however, 
temporary—Credit-purchases may cnortni'iisly ineroase the demand for 
a commodity, ami hence raise its j)rice But tliis rise in ]vrico is only 
temporary, becaiist! the inice of commotlitic.-, tlic supply of wliicli can 
be incrca.sed, ultimately ai>|iioximatt s to tlndr cost of production—-Tbe 
great purchasing power which may be exerted liy credit illustrated by 
the tea speculations in iSm—-The provisiiyis of the Bank C'harter Act 
explained—Speculative imladiascs whtcli lead to a panic are not in the 
first instance made by bank-notes ; hence rest ru tioift upon the i»sui' of 
hank-notes <lo not prevent^.ommoridal ]>anics In the latter stagfls ofu 
panic, the demand for bank-noltts and other money increases because 
credit collapses- Hence it hits fieiiuently been m'cessary to stispend the 
Bank Charbtr Act after a ptinic lias continued soiy( time- When trade 
is»in its iftdiiiary state, the hank-note ciroulatien would not be increased 
if the Bank Act were repealed -The impression that the Bank Act will 
be suspended in a commeixSal cnitiis, increases the uneertainty and 
distrust jirevakmt at such a period--Creditors may be defr!>ii,ded, and 
general prices may he raised without limit, if inconverlihle notes 
are mtide a legal teiuh'r—Those serious conscijiieiices do not occur if 
inconvertible notes are not inado a legal tender. caoks 435—4^,5 


CHArTEH X'll. On the Rote of lntere.tt. 

The current rate of interest is ileterinined by the pricetof Eumls, because 
thesaisecurities involve no risk—In this chapter, two questions have to 
be investigated ; in the first place, the causes which determine tlie 
normal or average •urrent rate of interest must he explained, and 
secondly, the daily fluctuation.s in the current rate of interest must be 
accounted for—The current rate of interest must be such as will 
equalise the demand for loans to the supjfSy—The average current 
rate of interest may' bo affocUsl by natiouhl cliaraeter, heeause some 
nations are more itrndent, aud therefore satisfied with a smaller rate 
of interest than others—If the average rate of profit advances, the 
current rate of interest must also rise —The rate of profit depends on 
the |pst of labour; tlie cost of labour increases if food becomes more 
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expensive—If the current rate of interest advances, the price of 
securities and tiie price of land will decline—The causes which advance 
the rate of interest generally exert an influence to diminish the rent of 
land—Different rates of interest may prevail in different countries, 
beeause the people of one country will not invest their capital in 
another country without receiving some additional remuneration— 
Temporary fluctuations in the rate of discount or in the rate of 
intdrost are caused by variations in the demand for money—An 
increase in the demand for money is generally produced by contrac¬ 
tion of credit. pages 456—465 

Chapter XIII.*- On the Tendency of Profits to fall as 
a Nation cudvrtnees. 

Adam Smjth erroneously supposed that the rate of profit depended upon 
general prices—A rise or fall in general prices need not necessarily 
affect the ^gite of profit—Adam Smith was led into the error above 
alluded to by misinterpreting the phenomena connected with tho 
depression and activity of trade—Tho average rate of profit is partly 
the cause and partly the effect of the amotint of capital accumulated— 
Wlien a country advances in population and wealth, two agencies 
operate to reduce profits: in the first place, food becomes more 
expensive, and the cost of labour is increased ; and secondly, a greater 
capital is accumulated in proportion to the profits which can be 
realised upon it—^The decline in the rate of profit in England re¬ 
tarded 'by tho great amount of capital which we invest in foreign 
^countries—Industrial inpwovtiments, and. the importation of cheap 
food, may prevent the cost of labour increasing as a cotjiitry advances 
in population—This explains the fact that the raf^ of profit has only 
very sligljtly declined in England, although her population and wealth 
have both greatly '■incrcasi'd—A nation is said to be in a, statioimry 
state, when the rate of profit is so low that the accumulation of capital 
does not further increase—The stationjjry state was more likely to bo 
attained in the last century than*at the present time—Surplus capital 
is absorbed, or rather destroyed, in a commercial panic; thus an 
influence is exerted to sustain tho average rate of profit—-A high rate 
of profit prevails in a colony, because fertile land is abundant—Agri¬ 
culture must be the staple industry of a young colon^V—The returns to 
agriculture must be great when only tho most fertile soils need be 
cultivated—Hence, in a colony, wages* and profits are both generally 
high.;.466—477 

Chapter XIV. Of Over-production or Excess of Supply. 

Malthus, Chalmers, and Siamondi feared over-prfi«uction, and, therefore, 
affirmed that some moral restraint ought to be exercised witli regard to 
the accumulation of eai)ital—Over-production has two meanings ; it 
may either signify that (mmmodities produced cannot bo sold at 
remunerative prices, or ft may signify that commodities are produced 
which are really not w-anted— Over-pr6duetion ii* its first signification 
will cause the profits of a particular trade to be low: tho trade is then 
said to be dull or depressed, but such depression can only be tem¬ 
porary—The Ijancashire Cotton Trade would have exhibited tl^s first 
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kind of over-production, if the American Civil War had not occurred— 
This excessive supply of cotton (foods would not be wasted; they 
would bo readily purchased, if sold at sufficiently low prices—The 
accumulation of capital may reduce profits, but never causes more 
commodities to be produced than csCn be consumed—If capital con¬ 
tinues to lie accumulated, the wapes of labourers would be increased— 
As an extreme case, it may be supposed that wages are so much 
increased, that all the wants of the labourer arc satisfied; if, then, his 
wages are still further increased, he will shorten his hours of toil. 

I'AOES 478—483 

Chapteu XV. Tlie Gold Discovetdes. 

The annual supply of gold was taubled by the discoveries in Australia and 
California—The expectation that this increased supply would cause a 
great fall in the value of gold was not fulfilled—There was only a 
moderate decline in its value, and’during the ten years ending 1883 it 
was thought by some that in consequence of a falling»off in the supply 
of gold, accompanied by an increased demand, there was a rise in its 
value—The disadvantages which result to a country from a variation 
in the value of the substanoo which it naea as money-—Difficulty of esti¬ 
mating the change in the value of gold by a comparison of prices at 
different periods- -It is probable that there? was a rise in general prices 
after the gold discoveries of about 15 j)cr cjcnt.—This opinion was sup¬ 
ported by the late Drof. Cairnes and by the late Prof. .Tevons—The 
value of the precious metrfls is deto«uine(f by the same laws which 
govern the price of agricultural produce, but becaus# inining is a more 
speculative industry than fftriculturo a decline in the value of gol,^t and 
silver will noi so raqndly lead to the abandonment of the least productive 
mines as a fall in tiu! valu<! of agricultural produce will throw the least 
fertile soils out of cultivation - The absorption of tlu; large »additional 
sn<p))lips (tf gold, without jnoducing a great fall in fts value, affords con¬ 
clusive evidence that tlih value of gold would have ristin if these ad¬ 
ditional supplies had not beei#forthcoming—The in<?rease of commerce 
consequent on free trade and the development of the railway system 
absorbed much of the now gold—There was also a large additional de¬ 
mand for silver; great quantities of silver were sent to India during the 
American civil war to purchase cotton and also for the construction of 
public works —^ there was until lately but a slight increase in the 
annual supply of silver, the a^iditional silver required for the East was 
to a considerable extent supplied from the currencies of France, Ger¬ 
many and othe.r countries ; gold partly took the place of this silver ; 
there was thus an increased’demand for gold, and another influence 
was in this way brought into operation to maintain ftie value of gold— 
During the last ten or fifteen years various circumstances have occurred 
to arrest tlio depreciation in the value of gold: its supply has diminish¬ 
ed and the demand ior it has increased—It has been thought by some 
that the valne of gold has lately increased—As there is much uncertainty 
about the future value of gold and silver, arjangoments which involve 
fixed pecuniary payments over a long periijji of years should as far as 
possible be avoided—Why the gold discoveries have exerted a special 
influence in promoting the prSsperity of Australia—Gold-digging is not 
more profitable than other kinds of industry, but a gold discoviiry acts 
more powerfully than any other cause to attract labour and capital to a 
colcAy—Other kinds of industry in a young colony involve, in the first 
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instance, Rreat risks; a supply of labour must be insured, and much 
fixed capital lias to lie expended in constriiotiiif' roads, &o.—These 
obstacles impede gQld-(lig({ing less than any other industry. 

PAOES 484—498 

Chaptku XVI.'' The Depreciation in the Value of Silver. 

The supply of silver remained almost stationary until abont 1870, when 
it very greatly ine.riased Silver has rapiilly' declined in price—The 
rapidity of the fall when compared with the slight and gradual fall in 
the value of gold explained by the circumstance that when the gold 
discoveries were made, there was a great additional demand for gold ; 
whereas there has. been a gnait falling-off in the demand for silver at 
the very time when its snp))ly W'as increased- The falling-off in the 
demand for silver has been partly produced by the demonetisation of 
silver in (iermaiiy and otht'r I'luroirean countries—There has been a 
great fttllmg-off in the demand for silver in India—The quantity ex- 
portiid during the lust ten years is less than a third what it was during 
the ten yea*s previously - This falling-off in the demand is chiefly pro¬ 
duced by the increasing proportion of the In.lian Kovenne which is 
spent in England—The depreciation in silver may be e-stimated in two 
ways; first by comparing its value with that of grdd, and secondly by 
considering its gemnal purchasing power—The fall in the value of 
silver has not yet been accompanied by a general ri.se of prices in 
India—This rise in prices will irrobably however occur, because it will 
become exceptionally profitable to purchase goods in India and excep¬ 
tionally unprofitable for tfie pecydo of ludft. to purchase goods abroad—- 
This»will stimulilto the export of silver to India—India suffers peculiar 
^nc(yiveniencc and loss from a depreciation in the value of silver, 
because a large portion of her revenue is fixed in [>eci«niary amount 
and is paid in silver, and she has annually to «pay a largo sum to 
England»in gold —A gold currency is wholly unsuitable to India---The 
unadvisability of itttemi)ting to maintain the value of tlih ruj)ee in 
India by limiting the coinage- -I’ho im)iorWiuce of guarding against 
fluctuations in the value of.gold a,«d siltiu’—India has to bear a serious 
loss from the depreciation of silver, wliich must be met by increased 
economy .499— 

BOOK IV. 

TAX 

Chapter I. On the General Principles of Taxation. 

Mr Mil! and others give to this portion of the subject the geneffcl title 
‘The influence of Government’—-We think it advisable to limit this 
portion of our subject to an inquiry into taxation—Adam Smith’s 
four rules, or ‘canons’ of ta.xation are the following—ist. Taxation 
should^be etfual; and.^Taxation should be certain in its amount; 
3rd. Taxes should be levied at the time and in the mode which cause 
the least inconvcinence to* the tax-payer; 4th. A tax ought to obtain 
for tho Government as much as possible of the whole amount which is 
levied from the tax-payer—Equality of taxation is impracticable, if it 
means taxing peoide in proportion to their means; this illustrated by 
the case of two individuals possessing e<pial incomes, one of wlwm is 
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marrit^d, aud tlio other not—With tlie view of oblainiiif' oiiiiality of 
taxation, it would bo useless to attempt to tax people in proportion to 
the protection which they derive from Oovernment—The first principle 
of taxation is enunciated by Adam Smith in very ambiguous language; 
he affirms that when there is equality of taxation, people are taxed in 
proportion to their ability to pay—Kquality of taxation will not be 
secured, if it is attempted to apply this principle to one special tax—■ 
Equality of taxation is best seciii-ed by a rough inocess of coi/ipen- 
sation—A consideration of the policy of reducing national debts, cither 
by devotion of the surplus and tln^ immediate Civnoelliug of debt, or by 
the creation of terminable annuities. cages 519 — 528 

CHAPi'ER II. On the hwme-tnx.. 

The proposal that temporary incomes should he taxed at a lower rate 
than permanent incomes is supported, by some persona, first npon 
arithmetical grounds, and secondly, upon the general principles of 
taxation—The arithmetical argusuent is conclusive, that temporary 
incomes ought to be taxed at the same rate as [K-rmapent incoiniw, 
if it is assumed that the income lax is uniform in amount, and 
permanent—Temporary and permanent incomes ought to be taxed at a 
different rate, if the continuance of the income-tax could ever be restri<ited 
to a definite period—Experience proves (hat this is im2iossible~-The 
diiliculty and exiiens); of collecting the. incom<(-tax would be greatly 
increased, if an equitabhi rating of tempor.ary and iierraaiient incomes 
should be attempted—Tt is generally atlirmed that the income-tax 
ought to be so adjusted, flint each person shall contrilmte to it in 
proiiortion to his means—This jirinciple, I'vcn if it eonhl bo carried 
out, would not necessarily secure equality ol taxaliou; this pt;v'l)a>ti- 
tion illustra/ed by cuusidering the remission of the tax niioii small 
incomes—Vnrious. ither difficulties deserihed, which render the adjust¬ 
ment of the income-tax almost impracticable—Objection to > graduated 
or ()rogr(»ssive income-tax —The incidence of a mx distinguishes the 
real from the nominal fayer of the tux—The incidence of the iueomc- 
tax will partly fall on the laV'>nrer|i, if any portion of the tax is jiaid 
out of capital—The wealth of a country may bi‘ seriously atfeeted hy 
an income-tax, it the tax diminishes the national capital—Meiice, in 
India an income-tax would produce very serious eimhpquc-uces, hceause 
there cajutal is accumulated very slowly—If the iiicoJiie-tax is remitted 
upon iiie.onies of less than loof. a year, this iinioimt ouglit to be de¬ 
ducted from all larger income^, and only the rciiiHinder should bo taxed 
- One serious inequality affecting the income-tax, is caused by the 
power which dishonest jieoplo have of evading it— I’he advantages of 
an iiu-ome-tax in such a cofmtiy as England outwiigh the liisad- 

vantagea. f. .529—549 

m 

CflAFrER III. Taxes on Commodities and other 
Indirect Taxes. 

Distinction between a direct and an indirect Jax; the former is really 
paid by the person from whom it is levied; the latter is levied from 
one person, and paid by another—A tax ^s often made indirect by 
custom ; for instance, the posir rates are often paid hy farmers, and 
are, therefore, an indirect tax - Poor rates might be paid by the landlord; 
they would then be a direct tax—None of our taxes on commodities are 
proljpctive—Taxes on commodities must be generally characterised by 
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iaequality, because they can rarely be Ta 9 .Ae ad valorem —Taxes on com¬ 
modities are generally certain in their amount, and therefore obey 
Adam Smith’s second rule—As far as the consumer is concerned, taxes 
on commodities are always paid at a convenient time, and, therefore, 
olbey Adam Smith’s third rule.—Some taxes, such as the tax on hops, 
wore obliged to be levied from the producer at a very inconvenient time 
—The convenience of bonding houses—Taxes on commodities ought, 
as far as possible, to be made cousistent with Adam Smith’s last rule 

— Customs duties are most inexpensive to levy in an island, because a 
land frontier is more difficult to protect against smuggling—hlxciso and 
custt)ms duties should be confined to a few articles of consumption— 
The most serious objection against taxes on commodities is duo to the 
fact that a tax increases the price of a commodity by an amount which 
exceeds the sum which the tax yields to the State—This objection 
ought to be, as far as possible, guarded against; hence a manufactured 
commodity ought to be taxed in preference to the raw m.aterial—A tax 
on a fhanufactured commodity is objectionable, because it necessitates 
the enforcement of v(!xatious regffiations by Government officers—It is 
intended' that" import and excise duties should be paid by the con¬ 
sumers, but an export duty is supposed to be mainly paid by foreigners 

— This, however, rarely happens; such a duty usually ffiminishes the 

export trade of a country, and thirs decreases her national wealth— 
It would be most disastrous for England to impose an export duty 
on silk goods, because, as far as this branch of industry is concerned, 
we should be unable in foreign commerce to compete with other 
countries—The theory _ of international trade proves the impolicy of 
protective duties—Landowners are the"^ only class that can be por- 
mdnently bendnted by protective duties; the value of the natural 
n-onopoly which they possess may beP artificially increased by pro¬ 
tection—Protective duties cannot, in the long run, increase the profits 
of any class of traders, because the competitidti of capital equalises 
profits “in different trades—The Corn Laws benefited the landowners, 
not the tenant-farmers—The increased prosperity of the ftountry com¬ 
pensates landowners for the abolition of ^Irotective duties; this illus¬ 
trated by the rise in the rent ottland In this country since the passing 
of free trade—An industry artificially fostered by protection may be 
destroyed by free trade; but this cannot be ultimately a loss to a 
nation—A strong party in Australia are in favour of imposing protec¬ 
tive import duties—They have supported this policy by a remark 
in Mr Mill’s Political Peonomy, in reference to aa apparent exception 
which he makes in favour of proteq|;ive duties In certain branches of 
industry in a young colony—Keasons againsk imposing protective duties, 
even asa temporary expedient- -Aeonyiarison between direct and indirect 
taxation useless—Each system has its peculiar disadvantages; hence 
equality of ta:kation is best scoured by raising the revenue, partly by 
direct, and partly by indirect taxes. paobs 550—576 

Chapter IV, On the Sand-tax. 

The c^ief part of the^ revenue of India is raised by a land-tax—^A 
land-tax is simply rent—^When land is not cultivated by its owner 
a land-tax neither diminishes the profits of cultivation nor in¬ 
creases the price of agricultural plroduce—If* a land-tax exceeds a 
rack-rent in amount, the pric,e of agricultural produce must rise, 
and therefore the consumers of this produce will be virtually taxed 
—The importation of produce will be encouraged if the jpnd-tax 
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exceeds a rack-rent; lienco land will be thrown out of cultivation, and 
the land-tax will yield a smaller revenue—The land-tax in this country 
is small, because commuted at a fixed money payment—The tax-payers 
would have been benelited if the land-tax had not been thus com¬ 
muted, but had been fixed at a cerliijn definite proportion of the value 
of the land—A tithe may be reKarded as a reul-chargc, and tithes 
neither diminish the profits of the cultivator nor alfect the price of 
agricultural produce—The Tithe Commutation Act was not quike fair 
to tithe-proprietors, because tithes are not attected by a rise in the 
price of slock—Agricultural improvements may be impeded it tithes 
are not commuted . caues 577—582 

Chapteu V. y/tg Voor Law and -itn influence on 

llaupensm. 

An historical sketch of poor law legislation—Tlie stringent lajvs against 
begging and vagrancy in the rcigK of Itichard II.—hurther legislation 
imperatively reiiuire<l in the time of Henry VIll. iiivonsequence of the 
suppression of monasteries, which had been centres of almsgiving— 
Various Acts, endeavouring to discriitiinate between voluntary and 
involuntary pauperism and to control piivate charity, were passed. 
The experience gained of their vvorking hsl to the passing of the poor 
law of lilixabeth, in 1601, which first tlelinitely established the right of 
every destitute person to receive relief and at the same time provided 
efficient safeguards agaiiast voluntary x)au]ierism—The liliy.abethan 
poor law continued in oj».>ration virtually* unchangoil, save for Acts 
strengthening its principle, such as tfiat which in if 2.; establisljcd the 
workhouse test, till the letter half of the 18th century—Pau^rism 
was at that, time so insignificant in its proportions that it appears Tio 
have been thought unnecessary to maintain the stringency of 
Elizabeth’s poor law—The workhouse test was abaudonoij—Gilbert’s 
Act in IJ82 and East’s Act in 1815 abolished neisrly all the checks on 
voJuntaiy iiaupcrism—'I’ho consequence of these relaxations and of the 
encouragement given in various ways to ipimorality, thriftlessiiess and 
dependence brought England to tno verge of national iiankruptcy— 
Kates threatened to absorb more than the entire value, of Wie soil— 
PttU)M'iism became a more remunerative profession than honest labour 
—This disastrous state of things led to the apjioiiituieut of the Poor 
Law Commission in 1832 and in 1S34 to the passing of the New Poor 
Ijaw re-enacting most of tlie Elizabethan cheeks on voluntary 
pauperism—A comparison oP the poor laws of England, Ireland and 
Hcotland proves that the amount of iiauperism depends to a very large 
degree on the restrictions pUieed upon the distribution of out-door 
relief -Until the restrictions uijou out-door relief were relaxed in 
Irelwid there was considerably less pauperism in proiiortion to the 
population than in England and Scotland—The Union Chargeability 
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abolition—It is valuable in alTordinK some control over nnorganisod 
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justice explained of carrjdng out 'WoAs of impaiivcment by loans, the 
interest and capital of which ai'c imid off in a fixed number of years, in 
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\ LL wlio havt^ studied an exact science must Ikivo | 
L. exixu’ic'need the tnnnidaPfe dirticultic's \vlii(!h eh'- ' 
lentary chapters invariahly present. ynun^f niatlie- | 

latician may well be sta^geri'd afr (lit' discussions usually j 
ini'xod to the enunciations of the laws of motion; the ! 
(ioms in his Euclid, which he is told ti> believe are sclf- 
ddcnt jiropositiiius, offer ])hiloso[)hic ipiestions of such 
iinplexity, that they continue to torn* an arena upon 
hich the subtlest intellects contt'iuT . 

A di'tinition of political*economy, and an in([uiry inti* 
le method of Invesj ioat ion that ouf>ht to be ])ursued in j 
lis science, involve' considerations which are sort' (o,])t'r- 1 
lex the beg'inner; but the yount>' matlK'iffatician need I 
>t be diiven away from*liis ^luclid bet'ause philostiphy has | 
)t. di'cided whether axioms are iflt.uitive truths, or truths i 
ariit fi'oni experience; in a similar way, the student'in 
ilitical economy ought not to have his faith .shaken in 
ie truths of (his ,s(:ienc(', because he has learnt before- 
and that political ecoiiomistii still disjmte upon ipiestions 
r philoso])hic methoil. • 

\Ve ask such a studentr toi accompany us with an un- 
iassed n^lnd; we will promise to lay In'forc' him truths 
i groat interest and great importance; we w'ill endea- 
mr to render them iiftelligiblc, and when such a body of 
•uths has been accumulated in the student’s mind, he will 
e in a position to undei'stand the exact rtature and sc»pe 
f the science to which they belong. * 

Although it is not iidvisaBle in this place to attempt a 
recise definition of political economy, yet it is necessary 
) give ^ general idea of the class of phenomena which 
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this scionco investigates; it is all the more important 
to do this, because the vagueness of popular conceptions 
has gent crated a vast amount of prejudice towards political 
economy. Hardhearted and selfish are the stereotj^ped 
epithets applied to this science. Ill-defined antijtathy is 
sure not to rest long suspended upon a mere abstract idea; 
it seeks some concrete object, and therefore the epithets 
applied to th(i science are speedily transferred to those 
who study it, and a political economist exists vaguely in 
the haze of popular ignorance as a hardhearted, selfish 
bciiug, who wishes to see everyone rich, but who has no 
sympathy with theses higher ipialities which ennoble the 
chai'act(!r of man. Tin; error of this ignorant prejudice 
will be abuntlaiitly (exposed in these pages; but we will 
make a few pri'linunary nnnai'ks upon it, in order to 
convince the student that the political economist is not 
the harsh being generally portrayed, but that ho pos¬ 
sesses tliat information which tells him how to improve, 
the lot (jf his fellow-mim. He may tlu'refore be the most 
useful of all philanthro])ists; ))ecause a mere desire to do 
good without any principle's of guidance is ever liable to 
>I‘>ad to futile and misdirected ('d'ort. 
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Political economy is conceriKjd with fliose p)rincij)les' 
which regulate the pjroduction, l.he distribution, atid the> 
exchange of wealth. 

i The first great work on pj^litical economy was called by 
i Adam Smith ‘The* Wealth of Nations;’ but political eco- 
: nomy is concerned alike with individual and national 
j wealth. Thos(! who share the jiopular error above alluded 
■ to, make this impuiry. Has a nation no other mission to 
j fulfil than to become rich ?. and should wealth be to the 
individual thi' one absorbing aim of life ? But political 
economy never even gives erdour to the suspicion that the 
creation aiid accumulation of wealth ought to bq the gi’cat 
object either of a nation’s or of an individual’s existence. 
The spirings of life’s action are numerous; society is held 
together by a vast aggregation of motives and sympiathies. 
Wealth is necessary to man’s existence; a great portion of 
human exertion is stimulated by the necessity to labour, 
in order to procure the commodities which maintain 
life. When, therefore, we endeavour to consider the phe¬ 
nomena connected with the production and distribution 
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wealth, we do not wish, in a feeling of opposition, to “ook i- 
nore the other phenomena of man’s social existence; we ^ 

slate this class of phenomena, hecause the necessities of butdoesmt 
ientific investigation demand it. . Every social question, 
ther directly or indirectly, involves some considerations than 
wealth, and theridbre has an as[)ect from which it must, the desire 
) considered by political econom}^ Thus, when it was M wealth. 
oposed to extend to the whole nation Ihe system of com- 
ilsory education, ini roduced by the Factory Acts, politiciil 
onomy jtointed (sut how production in this wsuntiy, and 
)w the wages of the labouring classes, would be affected, 

I compelling every child under thiitcjen years of age, 
ho might be employed in any kind of labour, to atkuid 
hool a fixed number of ht)urs per week. This was an 
pect of th(i (ju(?sti(.)n which it was necessary to consider, 
it even if the political economist had proved that the 
■oduction of commodities would be rendered more (*x- 
Misive, he might hav(! been the first to admit that such 
loss of national wealth would be abundantly compensated 
)' the increased intelligengj; of the lalxjwnng po)iulation. 

Numerous otluw exarnples might*be. given vwhicli woid.d 
iil further prove the (smTplete fallacy of the' accusatiov* 
hlch is so coitstantly brought .against ]>olit.ical economy, 
lat it is a science which encourages selfishness ami de¬ 
cades *1110 b?st feelings of human nature. If a yiolitical i 
;onomist considers that* the, only aimand end of life is! 
le accumulation of wealth, then "the; individual ought to 
j blamed, and not the science which he sl udic's. Pedi- 
cal ecmiomy, if kept within its ])roper limits, does not 
rcjvide a code of ijncial ethics which will enable us to de- 
de. what is right or wrong, ayd what is just or unjust. It 
the business of political eeonoiny to explain the effect 
Inch any circumstance, suck as the, imposition of a tax, 

■ the eiijbreemeut of a particular land-tennreT will exesrt 
pon the production, the distribution, and the exchange of 
(calth; and it is therc^’ore manifest that political ecemomy 
mnot take account of various other conseipiences whieh 
lay be independent of any (onsideraftons conc(;rnhig 
ealth. Thus, to revert to our original illustration, the 
nncijdes of political econonly enable us to ascertaiti in 
hat manner the wages of labourers and the production 
r Avealtj^ are affected by a compulsory system of national 
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^ belongs to political economy is, as it were, separated from 
those other departments of the question which investigate 
whether or not the morality and the social happiness of 
the people are increa.sed by a systetn of national education. 
,It is therefore a fundamental error to suppose that poli¬ 
tical economy over asserts that the higher motives which 
actuate human beings ought to bo discarded in favour of 
wealth. Some writers on this science when discussing 
social questions may consider only that part of a subject 
with which political economy is concerned, and thus the 
error may be comnutted of drawing general conclusions 
from an incomplete investigation. Hence political econo¬ 
mists havy sometimes appeared to be harsh and narrow¬ 
minded, but it is as idle upon those grounds to accuse 
political economy of being selfish and hardhejirted, as it 
would be to blame geology because an injiidicious and 
enthusiiistic geologist ignored and despised other branches 
of physical science. 

It must moreover be borne iu mind that although senti¬ 
mental pesple may profess to sneer at wealth as one of 
'the idle vanities of this world,‘’yet there can be no doubt 
that, even in England, the great besetting dvil of the nation 
is the poverty of the humbler classes, and that these people 
cannot make* any great social advance until at decided im¬ 
provement has taken place iii their material condition. 
Meamnyof We have dti.scribed pdlitical economy as a science which 
the word jg concerned with the production, the distribution, and the 

wea 11. exchange of wealth. But the moaning of wealth, though 

a word of every-day use, will not probably -be adequately 
understood without some ehi^jidation. 

Wealth may be defined to consist of every commodity 
which has an exchange valua. 

Exchange The nebessity of the limitations iutroilucec^ into this 
value. definition may be readily shown. The air we breathe is of 
course not only a want, but a nece^ty of life; yet it can¬ 
not be regarded tus wealth, because it can be obtained 
without labour dnd its supply is unlimited, and , it there¬ 
fore has no exchknge value. Water very generally can 
be obtained in an unlimited* quantity, and tnerefore it k 
not wealth; but the popiilation of a large town would 
soon absorb all the water which nature spontaneously 
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provides, and therefore water must be supplied by arti¬ 
ficial means. It then at once possesses an exchange value, 
and is justly considered to be wealth. Wealth, therefore, f 
is not detennined by the nature and (piality of a com¬ 
modity, but rather by the circumstances in which that 
commodity may be placed. A gallon of the water which ' 
flows from the springs at Amwell is not, there, wealth;' 
it would be as valueless to sell as a cubic foot of air, be¬ 
cause, there, a supply of water can be as etisily obtained 
as a supply of air; but that same water coiuieyod a few 
miles, to the metropolis, produces the large annual reve¬ 
nues of the New River Corajiftny. 

The character of wealth may be also given to a com¬ 
modity by the shifting caprice, dr by the changing wants 
of man. It thus becomes evident that (jxchahge* value 
is the characteristic which stamps a commodity w’ith the 
attribute of wealth. 

The most striking variations in wealth arc exhibited by 
the same nation in ditt’erent ages, and by difieremt )vation 8 
in the same age. There wf^s a time wlnvi England was as 
poor as any country which is now *consigned the wan¬ 

dering savage, and yet she possessed then those same, 
natural resources w'hich now so materially contribute not 
only to form but to sustain her present wealth. The ■ 
richest «eam» of coal were unworked, but in *ho.se remote i 
times her population w 3 ,s iij a condition in which they j 
could have no demand for coal, afid thcrefi)re this article i 
had no exchange value; and that commodity which is rtOw } 
so valuable, could not then be legitiinat<dy classed as 
wealth. Hence it is manifest that the social condition 
of a nation and the state of^its civilisation dthermine to 
what extent natural resources may be classed as wealth. 

Each stage through which ^jrogressive nations have ad¬ 
vanced from barbarism to civilisation is presewed at the 
present time in some parts of the globe. The savage still 
exists who lives by hunting and fishing; the wandering 
Arabs are true types of the ancient nomad ti-ibes whoso 
flocks and herds were grazed on natural pastures without 
the aid of the large supply of food whichfwould be yielded 
^von to the rudest a^ricultui^. The village communities 
of the East remain instructive examples of the patriarchal 
typo of Ufe; the stereotyped condition of China exhibits 
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the features of a remote civilisation. These great differ¬ 
ences in wealth are partly due to physical causes, but they 
mainly depend upon social circumstances, and as far as 
they do so, form the appropriate topics of political economy. 
The mind of an Englwhman so habitually contemplates 
progress, that it is difficult to keep in view how large a 
portion of the habitable globe is in an absolutely station¬ 
ary condition. It is the duty of the political economist 
to explain not only the conditions which determine pro¬ 
gress in ng,tional wealth, but also the causes which tend 
to make the material state of a country either stationary 
or retrogressive. “ 

It is even at the present day important to direct careful 
attention to an erroneous conception of wealth, which was 
universal until the appearance of Adam Smith’s great work 
in 1775. The error when once exposed may appear in¬ 
capable of misleading a child; yet no en’or was ever more 
tenaciously clung to. It not only corrupted speculative 
science, but it infected the whole commercial policy of 
every European pation. These errors are associated with 
the policy which has^receivett the name of the mercantile 
^system. I'he essence of the* mercantile system was to 
identify wealth with money. Now the use of money is 
one of the-first signs which marks a fiation’s progress from 
barbarism tawanls civilisation. Societies eyen compara¬ 
tively rude must be impressed with the necessity of 
adopting some medium«of exchange. This will be readily 
understood by a cursory glance at the general functions 
which money fulfils. In the first place, money provides 
a measure by which to record the value of each commodity. 
If, for instance, it is known that a sack of wheat is worth 
twenty shillings, the value of the,sack of wheat, compared 
with any other article, can, be at once ascertained when 
the price of this last article is known. Money, moreover, 
is not only a universal measure of value, buf is also a 
universal medium of exchange, man may possess a 
store of wheat which he requires to exchange for various 
other commodities; money provides him with the ma¬ 
chinery by which* this can be readily efiected. The wheat 
has simply to be sold for so muchononey, and with this 
money a certain amount of the other commodities required 
can be purchased. But if the use of money did not pro- 
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vide a general medium of exchange, the whole transaction 
must be conducted by barter; thus, if the individual 
possessing the wheat required a coat, he would have to 
discover some one who was willing to exchange the coat 
he wanted for wheat. Every transaction 'would under 
these circumstances be conducted by barter. Commerce^ 
thus impeded could never develop, and society never 
advance beyond its primitive rudeness. But these im¬ 
portant functions which money performs, engendered, in 
men’s minds the fallacies of the mercantile system. For 
the value of every commodi^ being estimated in money, 
and every commodity also when bought or sold being 
exchanged for money, men soon began to mistake *the 
symbol for the reality, and nothing was regarded as wealth 
except money. A nation consequently tested the'utility 
of its commercial transactions with other nations, by as¬ 
certaining whether the commerce caused money to flow 
into the country. The whole commercial policy of a 
nation was framed with a specific object of encouraging 
the greatest possible accuigulation of tlw precious metals. 
No one would now profess adhereifco to the errors of the 
mercantile system, but wft shall have abundant opporr-- 
tuuities of showing that tlu'y are still the s(.‘cret prompters 
of many a wide-spread fallacy. The coii8e([uences of the 
mercantile system will be further discus^ted in those 
chapters which treat of money. 

These general remarks upon ifealth will enable us at 
once to proceed to the consideration of the production of 
wealth, the first great division of political economy. 
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T he production of every species of wealth requires the 
application of mans labour. The forces of nature, 
acting*^upon the materials of which the earth is composed, 
have created products from which wealth is immediately 
derived. The seams of coal were deposited without any 
human agency; but the coal is not available to satisfy any 
of the wants of life until man’s labour has dug this coal 
from the mine, and placed it jiii those situations in which 
it is required. But labour, in order to produce anything, 
iQUist have some materials upfm which to work. These 
are supplied by nature, and may be termed natural agents. 
The.steam-ehgiue, for example, is fashioned out of metals, 
deposited as*the result of certain forces acthjg in*remote 
geological ages. 

t Production, thereforoT has manifestly two requisites—. 
abour, and appropriate natural agents upon which this 
abour may work. But there is a third requisite, the 
necessity of which will, perhaps, not appear so self-evi¬ 
dent. The casual observer ijpight be very possibly satisfied 
to accept as sufficient the two requisites of production we 
have mentioned ; for it might be said. Docs not properly 
trained labour, acting upon suitable material8,,suffice to 
produce the required commodity ? But^there k something 
which is requisite to this labour its§lf. The labourer ipust 
be fed. How can he. be fed but by food which has been pre- 
nously accumulated ? This food also required the applica¬ 
tion of labour; ^^refore, since the labourer must be fed by 
previously accumulated food’a third ibquisite ofproducti;^ 
is^suggested, for some of the results of past labour are 
required to be set aside to sustain the laboui^r whilst 
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labouring. The third requisite of productioHj, therefore, 
is a fund reserve3' froin“cdn8ump£ioh; autf'dCToled^ sus- 
tain thpsr^ngage^tfi 'fhttire pfoduction. This' fund is 
termed capital- 

”The early steps of a student in almost every science are 
met hy certain obstacles; if he succeeds in surmounting ^ 
these obstacles, his future progress seems to he insured, 
'fhe young mathematician who obtains a linn grasp of the 
physical conceptions involved in the laws of motion, will 
comprehend with facility problems of apparently gi-eat 
mathematical complexity. The qviestions involved in con¬ 
sidering the functions of capital, will test a man’s capacity 
to master the principles of political economy. Success'in 
the .study of this science may be regarded as guaranteed to 
all who obtain a clear insight into the nature of capital. 

There are certain fundamental propositions concerning 
capital which should bo kept steadily and constantly in 
view. One of these is as follows:—Capital is the result 
of saving. This saving may not be primarily prompted 
with a view of assisting future production. The results 
of labour, however, are not rendered immediately avail- | 
able for consumption: the •ploughman who plotighs the,^ 
soil must wait for nqonths before the wheat which his : 
labour contributes to produce will bo ready for huinan j 
food; but the'ploughinan^must be fed, and hi? is fed with : 
food previously accumulated# The labourers, too, who 
have constructed his plough, must be fed on food which 
has been saved from previous consumption ; for a consider¬ 
able time must elapse before the harvest can Ix^ gathered 
from the soil which the plough has assisted in tilling. 
Capital, therefore^ represents ^11 that has b(mn set asid^ 
“ from th e results of past iaboiir tp_ assist present or future 
p indi^t ion. It will now be perceived that capital is as 
indispensii^le a requisite of production as eithoi* labour or 
appropriate natural agents. 
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CHAPTER III. 


ITABOUR AS AN AGENT OK PKOOUCTION. 

I T is manifest, from the remarks which have been made 
in the previous chapter, that labour is indispensable 
to thb production of wealth. As we proceed to describe 
the purposes to which labour is directed, it will be found, 
as observed by J. S. Mill, that labour creu.tes utilities fixed 
and embodied in material objects. Nature supplies the 
materials, but labour fashions these materials, arranges 
them, places them in those situations in which they are 
reijuired, and in fact “fenders them in every respect suited 
ijto satisfy the wants of life. 

ill compti- \ The greater number of commodities, before they become 
caiedpro- , serviceable for man, pass through inauy complicated pro- 
omc*. ee.sscs, each* of which necessitates much complex labour. 

Trace the cSttou seed, first 8()wn in the swamps of Georgia, 

1 then supplying material to the looms of Manchester. 

! Watch the woven cloth transported to the far East, there 
ilestined to clothe the inhabitants of some remote valley 
I of Scinde. Attempt such an exaininajion, and we at once 
; become almost overwhcln\cd with the endless series of 
labourers who have ministered ‘to the production of so 
I simple a commodity as a piece of cotton cloth. There 
: are those* who cultivate the cotton plant in Georgia, and 
: prepare it for exportation. The cotton has to be brought 
j to the port. Shipwrights must# have constructed the 
ships which carry the cotton from America to England; 
sailors must navigate these ships; dock-labourers are re¬ 
quired to unload the cotton; the railway on which the 
cotton is carried from Livefrpool to^Manchester has beqp 
constructed by the industry of numerous classes of labourers; 
and the cotton, before it is woven into cloth, pass^ through 
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the hands of a succession of workmen whose skill is as¬ 
sisted by machinery—to the creation of which almost 
every class of labourers has contributed, from the collier 
to the skilled and thinking mechanician. Every one may 
also be regarded as an important participator in the work, 
who hM, by his saving, contributed to the accumulation of 
the capital by which the industry of the labourers has to 
be sustained. We are quickly carried into endless ra mi- 
fira^pns if we attempt to ascertain the labour which has, 
either directlj' or indirectly, assisted in the production of 
an apparently simple commodity. 

Although no wealth whatever can be produced without 
labour, yet there is much labour which does not contribute 
to the creation of wealth. Hence, labour is divided into 
two ^eat classes, productive and ixnproductive labour. 
This IS a distinction which, in name, is familiar to those 
who have not studied political economy. 

Before the characteristics which distinguish productive 
from ixnproductive labour arc explained, it will be neces¬ 
sary to revert to our primary ^xonception obwealth. Nature, 
as has been before remarked, supplies the xnaterials. Man 
is powerless to create any tnaterial object; he combines., 
substances together which would never be combined with¬ 
out his interposition, and thus creates a product which 
natxxre could ilever construct withoixt his aid. ^ Man takes 
the wheat and puts it in that situation where it will be 
ground; with the flour he mixes'*a certain qxxantity of 
water and yeast, and when he has brought the rnixtui’e 
within the influence of the requisite heat, a loaf of 
bread will have beep made. It is through the agency of 
man’s labour that these utilities ai-e embodied in mate¬ 
rial objects which give them their exchange value. For 
instance, the utility which man confers upon coal is to 
place it in^those situations in which it may be* required. 
There can be no doubt, therefore, that all that labour is 

E ’ itjve which c onfe ft xitility upon material objects. 

li IS tFeTahour of all ordinary workmen. Agricul- 
abourers, manufacturing operatives, Txricklayers, &t., 
all be manifestly ranked as productive labourers, 
lose, too, who %,re emifloyed m transporting mer- 
se from one place to another, are productive labour- 
ets, tor tljpy confer upon commodities the utility of being 
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in the place where they are required. The labour of 
policemen and others who are engaged in protecting in¬ 
dustry is productive, because they confer upon commodities 
the important utility of security. But even the labour 
of productive labourers is not unfrequently unproductive. 
Public works have been commenced and abandoned; the 
labour which was bestowed upon these is of course wasted. 
A railway was constructed from Chesterford to Newmarket; 
it was closed almost from the first; there is now no chance 
of its bemg reopened, for the company has commenced 
reselling the land to its original proprietors; and thus the 
labour of even the most useful workmen may be unpro- 
dvfctive. 

There, is also labour which is eminently useful, but 
does not, however, directly contribute to the production 
of wealth. As an example of this, it may be mentioned 
that, not many years since, the uneducated labourer 
was considered as efficient as the educated labourer, 
and employers were heard to regret those days when 
there were no schools to cevrupt the industrial virtues 
of the woi-kmen. When such opinions were current the 
labour of the schoolmaster tnust have been considered 
entirely unproductive, because it \^oulcr have been sup¬ 
posed that, even if he did not impede, he certainly did not 
promote, th'o efficiency of the labourers, regardea as mere 
machines for the production of wealth. But now facts are 
every day coming to light which must impress us with 
tfie conviction that the schoolmaster occupies a most im¬ 
portant position in the material economy of the nation*. 
Even to manual labourers a properly developed mind is as 
essential as a well-develop«d body; and there can be no 
doubt that he who contributes in any manner to improve 
either the physical or intellectual condition of the people 


‘ [A comparison of the years 1875 and 1885 shows that the number of, 
children at school, in the United Kingdom, increased from 2,565,400 to 
4,329,450. During the same period there ^as a very satisfactory decrease 
of crime and pauperisro, amounting apd 36 per cent, respectively; 
thera was a diminution in the consumption of alcohol per head from 2‘33 
gals, to 1'79 gals., r^le at the same time there was an increase in the 
consumption per he^ of all the principal necessaries of life, such as meat, 
sugar, tea and grain; the moneyin savingslbanhs in the same ten years 
increased from 67 to 94 millions, and the money in mutual benefit societies' 
from 20 to 62 millions. See article entitled Ten Yean of National Gromtk, 
by Mr M. G. Mnlhall, Contemporary Keview, Deo. 1M6.] 
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takes no unimportant part in assisting the nation’s wealth, "ook 
M uch labour, therefore, w'hich at first sight may seem un- , ch- i”- ^ 
productive, will appear, on further consideration, to exert 
an indirect influence upon the production of wealth. 

Popular notions attach a certain stigma to unproductive 
labour. No doubt, waste of any kind is to be deplored; 
but we should not bo too prone to regret that so much 
labour is devoted to provide the pleasures of lii'c, for the 
happiness of a nation may be in some degree estimated by 
the time and labour which can be spared for enjoyment: 
even the labour of those who provide these enjoyments 
is not altogether unproductive*: a man will work with more 
vigour and efficiency if his mind can be diverted from the 
routine toil of life. 

From these remarks we arc able to deduce a precise Definition 
definition of productive labour. The definition which is 
iipw usually accepted, is as follows:—‘Ih;oductive Jabour uiiour. 
k_that which produces utilities fixed aiid embodied, in 
mg,terial objects.’ According to this definition, the labour 
of the teacher is unproduc^ve from whose instruction a 
mechanic acquires his skill. And ’yet the .skill of our 
workmen ought to be classed as wealth, because the los^i > 
of this skill wduld diminish the wealth of the nation, 
as much as if she were deprived of a great amomi.t of 
material wealth. If, however, the skill of the labourer 
is classified as wealth, we strain the use of the word 
‘wealth’ beyond its usual acceptation; becau.se wealth is 
always popularly conceived to be something material. 

We will therefore adopt the following definition :—^ro-| 
ductive labour is tljat which either directly or indirectly 
produces utilities fixed and ei^jbodied in material object^ 

According to this definition, the labour of the teacher who 
imparts skill to the mechanis is productive, for by this 
skill weallj|i is created—or, in other words, uflilities arc 
embodied in material objects, and therefore the labour of 
the teacher. •produces these utilities, and his 

labour must consequently be classified as productive. The 
definition, moreover, obviates the necessity of running 
counter to popular language, for this is ttndoubtedly done 
i^ we denominate as health stich an immaterial object as 
the skill of a mechanic. 

For t ha p urposes of political economy, there is another Productiv e 
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distinction, as important as that between productive and 
unproductive labour. Much of that which is produced is 
destined to be wasted, or to be consumed unproductively. 
The wants of those who never contribute, either directly 
or indirectly, to the wealth of the nation must be supplied 
by the results of productive labour; and hence a portion 
only of the results of productive labour assists in the 
formation of new wealth. Consumption, therefore, as well 
as labour, may be either prodirctive or unproductive. 

Although the entire consumption of unproductive la¬ 
bourers must be unproductive, yet it docs not follow that 
commodities are always consumed productively by pro¬ 
ductive labourers. For instance, even the poorest labourers 
in this country purchase some luxuries which they could 
abstain from, without in the slightest degree diminishing 
the efficiency of their labour. All such purchases, therefore, 
even if made by the most productive labourers, denote 
unproductive consumption. 

The distinction between productive and unproductive 
consumption wiU assume coijpiderable importance in the 
remarks we are about to make upon capital. 
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OF CAPITAL. 


W E have already explained that capital is as indls- *• 

pen.sable a requisite of production as either lg,bour 
or appropriate natural agents. A very little consideration Definition 
will rencier it evident that labourers, whilst engaged in 
any particular industry, cannot live upon the commodity 
which their labour is assisting to produce. The plough¬ 
man who tills the soil from which, in the following 
autumn, the harvest will be gathered, *is fed with the 
wealth which his master has saved; or, in t>ther wordi ^, the 
master pays his labourer’s wages from the wealth which* 

GcTTias previously sijved. Tne production of wealth,l 
therefore, cannot proceed unless some of the wealthj 
previously produced has Jieen set aside from’ immediate| 
consumption. Jhe wealth which ^as been accumulated 
with the object of assisting production, is termed capits^l; 
anHpfherefbre, the capital of the country is the wealth 
which is not immediately consumed unprodxictively, and 
which may, consequently, be devoted to assist the further 
production of wealth. This is»a wide definition, but it is 
correct and sufficiently definite until the subject has been 
more fully elucidated. 

In the ogeneral introductory remarks upon wealth, FalUuy of 
particular attention W'as directed to that current fallacy 
which confounds mone]^ with wealth. The student, in ^ 
obtaining his primary conceptions of capital, is not un- money. 
frequently confused by a similar fallacy.* Capital, liKe 
other wealth, is estimated and ^pressed in money. Hence 
the idea is encouraged that capital consists of money, to 
the exclusion of any other commodity. Although, perhaps, 
adhesion ^ould not often bo professed to such a proposition 

F. M. 


B 



i8 


BOOK I. 
OH. IV. 


Capital 
rntrill in 
actual em¬ 
ployment. 


Manual of Political Economy, 

when stated in plain terms, yet, when the 
partially concealed in some of the difficult^^iof 
cated questions, it will be found to vitiate 
opinions which at first sight appear plausible, 

Uet it again be borne in min^. is all ..that we altk -m whftt- 
l eyer shape ox„foBnitwhich is set aside to assist 
ffutufe pro3uction. It is true that if, for instance, you ask 
a fanner how much capital he has with which to work his 
farm, he will reply that he has so many thousand pounds, 
but his capital is not actually in money, and even if it 
were in money it could not fulfil the functions of capital 
until the money had been exchanged for various commo¬ 
dities. For why does a farmer require capital to work ’ 
his fanq? He requires capital because implements and 
stock are wanted, and because he must have money, or 
some other property in hand which he converts into money, 
in order to pay the wages of his labourers; although a 
farmer estimates his capital in money, he obtains the 
amount of this estimate by ascertaining the pecuniary 
value of the various items of y^hich his capital is composed. 
In making this calculation, he takes account of the value 
of his stock, his implements, and the amount of money 
which it is necessary for him to k,eep in hand in order 
to ipay his labourers’ wages, and to provide the outlay 
which is requisite for other pu^oses. 

It has been just stated cthat the whole capital of any 
country is the sum of* the wealth existing in any shape or 
form which has been.set aside with the object of being 
devoted to assist future production. Hence it is manifest 
that the whole capital of the countjgr is not at any par¬ 
ticular time actually employed. This may be readily 
explained by an illustration. 

Let us consider some commodity, such as wheat, which is 
produced* in our own country, and to simplify th‘^ matter we 
will .suppose that all the wheat of one harvest is consumed 
by the time the next harvest is gathered in. Now it may 
naturally be asked. What portion of this wheat ought at* 
a'hy time to be'regarded as constituting capital ? Imme¬ 
diately the harvest is gathered in, the wheat is of course 
so much wealth, and at that time® just so much of the 
wheat as each individual owner intends to employ produc-' 
tively is capital. But this affords no correct qptimate of 
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the quantity of this wealth which will be ultimately em¬ 
ployed as capital. The intentions of the individual owners 
may change; he who to-day intends to devote to produc¬ 
tive employment so much wealth as is represented by a 
certain quantity of wheat in his possession, may next day 
resolve to spend it on unproductive consumption, and 
therefore, to speak correctl y., the am o unt o f the capi tal of 
a country varieg.j&:pm-daJKiiir9ayrQQ account of the shift¬ 
ing caprice of individuals. It has been“supposecTtliat the 
whole of this wheat will have been consumed "when the 
next harwest arrives; and then the exact quantity of the 
wheat which has been employed as capital would of course 
be known, if the portion of it which had been devotedHo 
productive purposes could be ascertained. 

A difficulty may here probably suggest itself, which 
it is very important should be cleared away. A prime 
necessary of life such as wheat is never to any large ex¬ 
tent wasted or scjuandered luxuriously; the great bulk 
of it being always devoted to satisfy the most necessary 
wants of life. It may therefore be asked, Should not all 
the wheat which a country possesses *be regardednas a por¬ 
tion of its capital, when it i8 consumed as usefully as any, 
commodity can be? prodigal farmer may sell his wheat, 
and squander the money which he obtains for it, but the 
wheat will not be wastec^ and therefore it mi^ht be very 
plausibly urged that the indivklual owne.r of a commodity 
like wheat does not prevent it boin^ productively employ¬ 
ed, or, in other words, has not the power of determining 
whether it shall or shall not form a portion of the capital 
of the country. We, have thus gradually found our way to 
a difficulty. The subject of capital cannot be considered 
under too many aspects; it is here that the young student 
in political economy finds hiraself most beset with diffi¬ 
culty. . He yill never become familiar with the fundamental 
principles of capital by exhibiting them in the form of; 
propositions; they had’*better be suggested to him by | 
following out some illustration. An adequate grasp is 
never obtained of the physical principled of mechanids,! 
until the student has solved problems for himself. | 
oThe case suggested is this.*^ Suppose the farmers re-1 
solved to sell half their wheat, and spend the money j 
upon th^ own enjoyments; the money for which one 
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half the wheat is exchanged would be thus employed 
unproductively. Ought this wheat to be regarded as 
capital ? Yes—^is the answer which will very probably 
be given. It is true.that the money for which the wheat 
is sold is employed unproductively, but this will not in 
any degree prevent the wheat being devoted to useful 
purposes. The wheat will still be made into bread, and 
^ill be consumed in just the same manner as it would 
have been if the farmers devoted the money for which it 
was sold Ho productive purposes, instead of spending it 
on their own enjoyments. ^ But suppose the farmers had 
devoted this money for which the wheat was sold to pro- , 
ddctive purposes; by just that amount would the capita» 
of tl^p cpuntry be increased. The money for which the 
wheat is sold is not itself consumed; this money is devoted 
to purchase commodities, and if they are consumed un¬ 
productively, an amount of wealth equal in value to the 
quantity of wheat first exchanged is consumed unpro- 
ductively, instead of being devoted to increase the capital 
of the country, and _,thus as*st the future production of 
wealth. •'Now our argument implies that when unpro- 
iductive consumption is spokhn of, a tacit assumption is 
made that the money for which thq wheat has been sold 
is employed, in great part, to purchase luxuries: But 
luxuries, it' may be .said, natui;p,lly imply ^^aste,* and are 
not devoted to assist the production of wealth. Hence, 
lajl that portion of the*wealth of a country which consists 
fof luxuries can, never be productively employed, and, 
Jtherefore, can never be made to form a part of a nation’s 
icapital. It may, therefore, be asked. Can a farmer be said 
to diminish the capital of a country, if he does not waste 
his wheat, but simply sells it to others who will take good • 
care to use it properly? Ik may further be urged that he 
does not‘reduce the capital of the country* by buying 
luxuries; for luxuries cannot be used as capital, and u 
they were not consumed unproHuctively by him they 
would be so by some other person. It might, therefore, 
appear that wealth is diverted from forming a part of 
the capital of the country rather by those who pr^uce 
luxuries, than by those who cons*ume them; it njtwt,, 
however, be borne in mirri that the demand of the' 
consumer, and not the arbitrary caprice of thq. produwry 
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determines the particu} 9 >r commodities which are manu¬ 
factured. Luxuries, and other articles which cannot be 
4evote<l to reproductive employment, would not be brought 
■nto the maJ'ket if it were not for the demand of the con- 
pumer. Enough has now been said’ to establish the pro¬ 
position that an individ ual increases the capital , of the 
teftupfeKyi -hot SyriSHdiig. lis .wealth on his own enjoy- 
^Ots,. JkuiL.l^.iieypting it to reproductive employment. 
Sbis is only another corroWation of what has been 
already stated, namely, that capital is the resultwof saving. 
-For when wealth is saved, it is not hoarded, but invested; 
|t is then productively emplcfyed, and as a consequence 
iit once assumes the functions of capital. 

• The proposition just enunciated, that an individual 
mminishes the capital of a country by spt'uding his ■v^ealth 
in luxuries, and increases the capital of the country by 
saving it, will lead us to another equally important propo¬ 
sition, which it is usual to express by the formula that 
a,jleinand for coinmoditiqs i« imt a demand,Jbr labour. 
Although this form of exprqfision has been very generally 
adopted, yet we think that advanfage will r^gult from 
.enunciating the ranciple in language which will appear 
less paradoxical* C..'!-at is really intended to be asserted* 
is that the purchase of ^commodities, which are unpro- 
ductively conaumed, does not exert th^. 6ame »inftuence*in 
increasing the demand fm;,laJiour hs if the wealth with 
which the purchase was eifocted w^re used as capital, and 
were devoted to the employment of labour.^ It may bo 
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thought that no such difference to thej labourer as that 
just indicated could result, because it may be urged that 
if a man spends a thousand jiounds in the purchase of 
velvet, a large portion of this thousand pounds will be 
virtually expended in paying J;he wages of the operatives 
who make^the velvet, and therefore it may be said, what 
difference, so far as the labourers are concerned, will it 
make whether a landovmer spends a certain sum of money 
in the purchase of an article of luxury like velvet, or lays 
out the amount in employing labourers in ttie improvement 
of his. estate ? Is not the one course as ^ood for trade as 
tj)e other ? It is, however, easy to show that there is an 
important difference in the results which follow from these 
two courses. The purchase of the velvet may no doubt 
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give a certain amount of enjoyment to those who wear it, 
but it will do nothing to assist the future production of 
wealth. The wealth which is expended in paying the 
wages of labourers engaged in the improvement of an 
estate will bo consumed just as certainly as the velvet will 
be worn out; but the wearing out of the velvet leaves no 
result behind, whereas, as a direct consequence of employ¬ 
ing labourers in the improvement of ah estate, the pro¬ 
ductiveness of the land may be increased by an amount 
more tha!i e(juivalent in value to the wealth which has 
been consumed in improving it. It thus follows that the 
Jinproductive consumption ^of commodities diminishes the 
knaount which may subsequently be devoted to paying the 
I Wages of labour; whereas wealth directly expended in pay¬ 
ing the wages of labourers will, unless it is unskilfully, and 
therefore unprofitably, applied, increase the amount which 
fmay be expended in wages. 

The proposition which has just been established is of 
much practical importance, because it disproves the idea 
which is so common that the Jabourer is benefited by the 
wasteful expenditure* of the spendthrift. Not only is ex- 
.travagance often excused on the plea that it is good for 
trade, but saving not infrequently incuft much popular 
repyoach because it is supposed that the person who saves 
does no goc*l to the labourer. It has, however, we think, 
been shown that the industrial classes are more benefited 
by a man who saves \?ealth and productively employs it, 
tnan by one who spends it on his own indulgencea 

In thus contrasting the different results which follow 
from the saving and spending of wealth it has been 
assumed that the wealth vjhich is saved is devoted to the 
productive employment of labourers. It may, however, 
very pos.sibly happen that, the work in which labourers 
are engaged is not reproductive of fresh wedth. Thus 
they may be employed in making an artificial lake which^ 
though useful for ornament, does %ot promote the futute 
production of wealth. It will therefore be desirable to 
consider whether any different consequences result to the 
labourers as a Class when wealth is expended in paying 
I their wages for some unprcJductive Employment inateadjof 
being unproductively consumed by its possessor. In order 
to investigate this point let us inquire what will^^e place 
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a thousand pounds which has before been expended in 
lithe purchase of velvet is now employed in the making of 
iftn artificial lake. Accepting the conclusions which have- 
^en arrived at by Mr J. S. Mill, and other political econo- 
Inists, we have, in editions previous to'the sixth,endeavoured 
lo show that the unproductive consumption of wealth by 
Its owners would produce much less beneficial consequences 
lo the labourers than if the wealth were expended in 
baying their wages, even although they were employed 
^pon some entirely unproductive work. Subsecjnent con¬ 
sideration has induced us to think that this conclusion 
requires considerable modification. As previously re¬ 
marked, in investigating many of the problems connected 
with capital it often happens that sufficient stress is not 
laid upon the fact that only a portion of the wealth which 
is saved in such a country as England is employed as 
capital in supporting home industry. With the extension 
of foreign commerce and increased facilities of communica¬ 
tion a larger proportion of the wealth which is saved is 
every year embarked in foreign investments. It may be 
readily shown that this fact has an Important Rearing in 
tracing the results which wiH follow from employing wealth 
in paying the wages of unproductive labourers instead oi^ 
consuming it unprodnctively. It has been argued by Mr 
Mill, and other political economists, that althiough in’the 
first instance the amount'devqted to wages must be nearly 
the same, whether a thousand pouifds is'laid out in velvet 
or is paid to labourers who are making an artificial lake, 
yet the consequences which ultimately ensue .are very dif¬ 
ferent, and they seek to establish this conclusion by some 
such considerations as the following. A large part of the 
thousand pounds which is expended in velvet is employed 
in paying the wages of the lalynirers who make the velvet, 
and therei^re it would appear that in the first instance the 
amount expended in wages will be nearly the same whether 
velvet is purchased, or whether labourers are employed in 
making a lake. It is, however, contended that if the latter 
course is adopted a greater amount will ultimately be 
expended in wages than if velvet is purchased, because 
■vsith the diminution ih the deamand for velvet the amount 
expended in wages in this particular industry will be less 
than before. Yet the manufacturers of velvet will, as their 
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business is curtailed, be anxious to seek some eligible in¬ 
vestment for that portion of their capital which they can 
no longer employ in their own trade. It consequently 
follows that although there may be a transfer of capital, yet 
the aggregate amount of wealth employed as capital, and 
therefore the amount expended in wages, will be greater, 
than it would be if wealth, instead of being applied to 
employing labourers on some unproductive work, were to 
be used in the purchase of some article of luxury, such as 
velvet. JJ^e cannot help thinking that in thus broadly 
stating the conclusion two considerations of much im¬ 
portance are lost sight of. In the first place, capital cannot 
btv transferred from one industry to another without con¬ 
siderable loss both to the employer and the employed. It 
must' allnost invariably happen that the employer will 
have to bear serious loss if he has to dispose of a portion 
of his fixed capital, or has to devote his building, ma¬ 
chinery, and other plant to another industry; and a not 
less serious loss may have to be borne by the labourers if 
they have to se(jk employmept in some other industry to 
which thqy are not accustomed, and are thus deprived of 
the advantage of their acquired skill. Then again, as 
' previously indicated, it does not neceasariiy follow that the 
trader who has to seek a new employment for the portion 
of his capital which is no longer required for«his own 
business will employ it in ,.home industry. It may very 
possibly be lent to srtne foreign government, or be em¬ 
barked in one of the numerous foreign investments which 
are constantly attiacting an increasing amount of English 
capital. If this should be the case, it would follow that 
the amount of capital employed in English industry would 
not be increased by using wealth in the emplc^ment of 
unpnjdnctive labourers, iui^tead of consuming it unpro- 
ductively* Although therefore we believe thajt too much 
importance can scarcely be attributed to the fact that those 
who save wealth rather than those who spend wealth are 
the best Mends, of the labourer; yet it is perhaps better in 
suiting the principle not to adopt the somewhat paradoxical 
I assertion that a demand for commodities is not a demand 
I for labour. Such a form of eirpression'has, we consider, oftqji 
j induced political economists to lay too much stress on the 
[ difierence in the effects produced by employing^wealth in 
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the payment of wages to unproductive labourers or in the 
purchase of commodities which are unproduetively con¬ 
sumed. The difference should be made to rest not simply 
upon using wealth in the payment of wages, but upon the 
circumstance of whether or not it is so reproductively 
employed that as the result of its consumption a greater 
amount of wealth is created than that which is consumed. 

In the course of this chapter it has been frequently 
remarked that capital is wealth which has been appiro- 
priated to assist future production. Wealth so appropriated 
consists of machinery, sbxsk, implements, and a fund out 
of which the wages of the labSurers are provided; but the 
capital of the country is not always employed at the greiat- 
est advantage, or, in other words, the capital of a country 
might always administer to the production of’a ^eater 
quantity of wealth than is actually produced. Capital is 
. wasted through want of skill; inferior machinery is fre¬ 
quently used; industrial enterprises, after having involved 
a heavy outlay, are often tiually abandoned. Wealth 
which is used as capital, l^om other raasons, too, never 
contributes all the assistance it might to the prgduction of 
wealth. The wages of labourers paid out of capital are, 
generally sufficient to provide something more than the 
necessaries of life. The worst-paid classes of labourers 
probably spend some small portion of thoir wages in 
luxuries, the consumption o£ which does not assist, but 
perhaps rather interferes with, fhe efficiency of their 
labour. The advocates of Temperance furnish abundant 
statistics upon this point. We are assured that the 
working-men of this country annually spend 3,000,000/. 
upon tobacco. If it can bj proved that tobacco does 
not benefit, but injures both the body and the mind, 
then 3,000,000/. of the capital of the country, which in 
the first jjjiace is paid to labourers, and then* expended 
by them in tobacco, is, considered as capital, rendered 
completely nugatory, because the 3,000,000/. in no way 
assists the production of wealth. If, moreover, it is true 
that tobacco cannot be used without detriment, then this 
3,000,000/. not only does not assist, bflt actually is an 
obstacle to the prodhjction of wealth. But it will per¬ 
haps be said, Although this sum of money spent upon 
tobacco ^oes the labourer no good, yet it is not with- 
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out its beneficial influence; the expenditure of so much 
money is good for trade, and thus the labourer receives an 
indirect advantage. The fallacy of such a supposition 
will be readily understood by recalling the remarks that 
have just been made, which show tW the labourer is 
benefited by the productive employment of wealth rather 
than by its unproductive consumption. It is, however, 
necessary to be extremely cautious in expressing an opinion 
as to whether the consumption of a particular article 
does the labourer good. The relations between chemistry 
and physiology are as yet by no means settled. The 
theory of food is most imperfectly understood. A chemical 
analysis may very possibly show that such an article as 
tea contains none of those ingredients which are com¬ 
monly considered to nourish the human fiame; and hence 
a rash and ignorant assertion is often made that tea is 
not a necessary of life, and that therefore a heavy tax 
upon tea is no hanlship to the labourer; the tax, it is 
urged, is simply a salutarj' sumptuary law, because the 
consumption of tea ought rather to be discouraged than 
encouraged. But although tea may not nourish the body, 
vet it undoubtedly soothes tlft; mind, and this is equally 
important; for without some such soothiftg influence, life 
would be, -almost intolerable, and even the body itself 
would be wasted by the weariness of the miifd. • 

Enough has now been, perhaps, stated to establish the 
proposition that although industry is maintained by capi¬ 
tal, yet that there is always in a country siifficient capital 
to support more industry, or, in other words, to administer 
to the production of a greater quantity of wealth than 
that which is actually prodimed. 

Intimately connected with this port.ion of the subject of 
capital there is a very widespread misconception that there 
would be «, glut of capital if it were increased, beyond a 
certain point; in fact, that capital might be so augmented 
that no indu.stiy would bo found ilpon which it could be 
employed. Therefore, a certain waste of capital is consi- 
darcd necessary'in order to prevent such a glut. Now, it 
has been explicitly stated that capital is the result of sav¬ 
ing, and therefore if capital is increa^d, the increase mu^ 
be due to greater saving. Let .it therefore be supposed 
that the rich spend much less upon luxuries, ai^ resolvq 
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ta employ labourers with the money thus saved. It may *• 

be imagined that if such saving were continued, our various s 
industoal marts would soon be overstocked, and that ware¬ 
houses would be filled with goods for which there was no 
demand. There are few even amongst political economists 
who do not sometimes write and speak as if they believed 
that the unproductive expenditure of the rich is required 
to give adequate employment to the poor. But if such Anin- 
an increase of capital as that described should occur, two 
suppositions may be made; an increase of .population might ac- 
proportionate to the increase of capital may occur; or, company 
secondly, the population may remain the same as it was, 
before the increase of capital commenced. • stationary 

The first case presents no difficulty; the increased ntnteofpo- , 
capital would be required to support the increased’popu- 
lation. But the second case must be carefully consi¬ 
dered, and it at once suggests this difficulty: if all the 
labourers were previously fully emydoyed, how could 
the increase of capital give additional employment to 
labourers ? , • 

A particular point, which may be*keenly disywited in an in either 
abstract science, such as plilitical economy, is frequently: '^rs^^a 
comj)]('tcly obsdurod in the ambiguities of general Ian- glut are 
guage: and, of this, the (yuestion under discussion affords a <»»«- 
striking exanlple. It therefore becomes very^iecessary, as 
a preliminary process, to attribute a distinct meaning to the 
above expression,—‘giving additidPal employment to the 
labourers.’ The augmentation in the capital of the country 
has been supposed to result from the diminished consump¬ 
tion of luxuries on j;he part of the rich. It is assumed that 
all the labourers were previqjisly fully employed. But a 
new fund, which is now intended to be paid to the labourers, 
has arisen from the increased savings of the rich; where, 
therefore,,are the labourers amongst whom this increased 
fund is to be distributed ? Those labourers, it is true, who 
have manufactured tlfe luxuries which the rich now no 
longer purchase, will be thrown out of employment. But 
the capital of the manufacturers of these luxuries will 
be now seeking fresh investments, and* will be therefore 
sufficient to give eiri^loyment either directly or indirectly 
to the same number of labourers as were previously main¬ 
tained b^ it, and therefore the new capital created by the 
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increased savings of the rich still apparently remains np- 
employed. But although the assumption has been made 
that all the labourers were previously fully employed, yet 
lot us consider what this means. It must be interpreted 
thus: That all able-bodied labourers were in full em¬ 
ployment. and that they received certain wages for a cer¬ 
tain quantity of work. There can be no doubt that the 
labourers would willingly receive more wages if they 
could be obtained. It is quite impossible that the wages 
can be i n creased unless the capital is increased; now, 
however, there is an increase of capital, and therefore 
the wages of the labourers will rise. If the labourers 
were before supplied with all the necessaries of life, 
they in their turn will begin to consume more luxuries, 
and the labour which before had produced luxuries for 
the rich is now available to meet this new demand on 
the part of the labourer. It may, however, be argued 
that if the capital continued in this way to increa.se, 
the labourers’ wages would also be constantly increas¬ 
ing, and at length all their,, wants might be satisfied. 
When suqh a happy' event was consummated, then the 
hours of toil would be shortened, and men would not 
W compelled to labour so ceascles.sly a.4 at the present 
time. Human beings are not endowed with an uncon¬ 
trollable instinct for physical toil; the wants of life must 
be satisfied by physical labour, but civilization has no 
nobler mission to ’fulfil*than to diminish the labour which 
is‘required to satisfy the physical wants of life. Hence 
the vaunted progress of civilization must appear delusive 
to that great majority of the human race who toil for 
hire, and who have found^ that the *homs of their toil 
have only been slightly lessened. Generations after gene¬ 
rations pass away whose nqnds remain undeveloped, and 
whose! bodies have had to work with the conjjtancy and 
the regularity of a machine. Political economy will assist 
us in uudeistanding the means \3y which the labourer’s 
toil is to be lightened. Let it not then be called a 
harsh or degrading science, for no study can fill our 
minds with brighter anticipations for the future than 
one which will enable us "to comjfrehend some of t^p 
requisites which will afford, to a greater number, “that 
only true and most supreme happiness—the development 
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of the human faculties to a harmonious and consistent 
whole.” 

Since capital is the result of saving, it is often errone- 
J)u8ly considered that capital is wealth which is set aside 
'with the object of not being spent; but this is a funda- 
jmental misconception, for capital cannot fulfil any of its 
functions except by being wholly or partially consumed. 
Thus, capital provides the fund from which the wages of 
labour are paid, and these wages are, of course, consumed 
in ministering to the wants of the labourer, and in sup¬ 
plying him with all the various necessaries of life. If a 
man has so much wheat, it is wealth which may at any 
moment be employed as capital; but this wheat is tiot 
made capital by being hoarded; it becomes capital when 
it feeds the labourer, and it cannot feed the laboiire’rs un- 
•ess it is consumed. These considerations apply to capital 
existing even in a more permanent form, such as ma¬ 
chinery. All machines must in time gradually wear out; 
a steam-engine, durable as it may appear, is only capable 
ol‘ perforniiug so much work^ but a stean^engine is capital, 
becau.se it assists the production of’wealth, and therefore 
it only fulfils the functions hf capital when it is in motion^ 
but evi'ry hour lhat jt is kept in motion contributes some¬ 
what to its ultimate wearing out. It is therefore manifest 
that all'the Wealth of thp country, in whatevef form it may 
be, can otdy perform the functions of capital by being wholly 
or partially consumed. The capifal of a country is con¬ 
stantly being consumed in order to produce more wealth, a!nd 
therefore capital is maintained by perpetual reproduction, 
and not by hoardiijg and keeping wealth out of consump¬ 
tion, , 

The leading propasitions with regard to capital have 
now been discussed, and they afford principles which will 
enable us^o investigate economic problems of the greatest 
interest and importance. An endless variety of such pro¬ 
blems bearing upon tlfe subject of capital may be readily 
S'lid the student should zealously apply himself 
to their solution. Let him not suppose that he is wasting 
time upon the mere rudiments of the science; he may rest 
assured that, if he fSlly comprehends the subject of capi¬ 
tal, his future successful progress in the science is as¬ 
sured, aijji that he will become one of those who can apply 
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BOOK I. the principles of political economy to those financial and 
■ , social questions which are the topics of everyday discussion. 

Practical It will be, perhaps, useful to our readers if we give one 
appiica- or two practical applications of the laws of capital which 
have been enunciated in this chapter. One such applica- 
prineiplei. tion is suggested by considering the rapidity with which 
a country recovers from the ravages of a disastrous 
war. This phenomenon was first fully elucidated by Dr 
Effects of Chalmers. A conqueror overruns a country, and destroys 
a war. every vesiige of accumulated wealth which he can discover. 

A great portion of the food with which the labourers were 
to be fed is gone; machinery and other appliances with 
which industry is assisted are destroyed. The capital of 
the country appears to he almost lost, and when it is re¬ 
membered that the future production of wealth depended 
upon this capital, it might be supposed that production 
would cease, and that the country must for years remain 
the same desolate waste. But, on the contrary, countries 
which have been thus ravaged and pillaged, have in a few 
years revived, and seemed tq be as prosperous as before. 
The history of Athens, and the French Wars in the Pala¬ 
tinate, afford many striking dxamples of a rapid recovery 
from the devastation of war. The ^ retnarkable rapidity 
with which France recovered her commercial and financial 
prosperity after the conclusion oi^ the war with Germany in 
1870—71 is another exampk in point. Within four years 
of the time when her'fcapital city and no inconsiderable 
portion of her territory were occupied by the invader, she 
seemed to have recovered more than her former prosperity. 
Her revenue was never in a more fjoUrishing condition 
than in 187.5, although within this period of four years 
she had had to pay to Germany a war indemnity of 
£200,000,000. This revivaUof prosperity admits of a very 
simple ex!planation. It has been shown in this chapter 
that the capital which at any time exists in a country is 
always sufficient to administer to the production of a much 
greater amount of wealth than that which is produced; 
orj in other words, the production of wealth which actually 
takes place might be effected with the aid of much less 
capital than the amount which is aj&plied. There, there¬ 
fore, always exists a considerable excess of capital which 
might be wholly destroyed without necessarily ^peding 
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"^the production of wealth. The industrial efficiency of the i book i- 
labourer can for a time be maintained although his wages j . 
be reduced to a point which allows no margin for luxury | 
or enjoyment. If, therefore, in a CQuntry ravaged by war, 
there should be just enougWbod left for the labourers to 
live upon until the next harv^t is gathered in, and if also 
they had the necessary agricultural implements and seed, 
there is no reason why the country should not soon be 
restored to its former fertile and well-cultivated appearance. 

But if the implements of agriculture were destri^d, culti¬ 
vation could not proceed until they were replaced; and 
the after consequences of the war would be more perma¬ 
nently disastrous. • 


As a nation advances in commercial prosperitj^, a con- Commr- 
stantly increasing quantity of national wealth assumes a 
permanent and feed form. The docks, the railways, our 
unsurpassed mercantile navy, the great manufactories of eviU of 
Lancashire and Yorkshire, with their machinery as costly 
as it is ingenious; these works, and not the food and cloth¬ 


ing stored in our warehouses, are the striking evidences of 
England’s vast accumulated wealth.* If all the. food were 
destroyed except just enough to prevent tht' people starv-. 
ing, England in one year might present an unchanged 
aspect of commercial prosperity; for the food which is 
stored at any*particular tjme is destined to consumed, 
and it is only that portion which maintains productive 
labourers that ministers to the future production of wealth. 
But if an invader should ever range unrestrained over 
these islands, and should destroy the wealth which exists 
in a permanent forip, such as public works, machinery and 
buildings, then the disaster (jould not soon be repaired, 
and England would suffer for a far longer period than 
did poorer nations, conquered in more backward times. 
Hence th<% richer a country is, the more severe nniy be the 
injury inflicted onJier by war, if the enemy should destroy 
any considerable part (if the wealth which is in the form 
of fixed capital and which constitutes her industrial plant. 
If Germany haci adopted this policy in her war with 
France, it would have been impossible for France to have 
recovered her prosperity with the remarkable rapidity to 
jwhich allusion has just been made. Of late years a feel- 
; ing of fajpe humanity has attempted to make the rights of 
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private property respected in war. Life may be sacrificed '/ 
with as much prodigality as ever. The foremost mechani¬ 
cal genius of this mechanical age is devoted to the pro¬ 
duction of weapons o.f de^th; but civilization, it is said, 
demands that there sho^dfigbc no wanton destruction of 
property. No such attempt to palliate the material disas¬ 
ters of war ought to bo encouragediwar will be rendered 
less frequent, if a whole nation is maile to feel its terrible 
consequences, instead of concentrating all the horrors in 
the sacrifice of thousands of helpless victims who may be 
marshalled at the caprice of a despot. If any nation 
should ever threaten England with invasion, England ought 
to'-speak in unmistakable language that her vengeance 
should not be confined to a retributive slaughter of 
soldie'rs, but that she would destroy all the public works 
upon which the wealth of the nation mainly depended. 
This would give a practical check to vaunting ambition, 
and might rouse a nation to restrain the military designs 
of the most despotic ruler. 

This digression suggests a, consideration of the much 
debated financial question, whether any extraordinary 
jaational expenditure, such as Is caused by a war, ought to 
be defrayed by a loan or by increased tax’ation? England 
has, resorted to loans, and a permanent record of this 
financial pokey is alforded by a national debt, larger than 
the aggregate amount of the debts of all other l^ropean 
nations'. Mr Gladstone in his budget-speech of 1854 
evoked the enthusiasm of the House of Commons by tfie 
declaration that in future the financial policy of England 
was to bo reversed. The expenses of tlje Russian War were 
to be defrayed entirely bj increased taxation, and thus 
posterity would inherit the assumed advantages of that 
contest, unencumbered by»the penalties of augmented 
pecuniary* burdens. The virtuous resolution *01 Parlia- 
I meat was not maintained, and the Russian War added 
50,000,0001. to our permanent debt. It would be foreign 


’ This was written *0 186.S, since which time our own debt has been 
considerably reduced, and means have been adopted by the creation of 
terminable annuities to insure a sflll greater prospective reduction. The 
debts of nearly all Kuropean countries have been greatly increased; that 
of France alone amounted in 1886 to £841,000,000, or more than 
£100,000,000 in excess of the English National Debt at the s^me date, 
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to our immediate subject to discuss to what an extent the 
present generation is justified in burdening future gene¬ 
rations ; there can however be no doubt that the whole of 
the money required for the Russian .War might have been 
raised by taxation. 

A loan may be obtained from two sources; it may 
be taken from the capital of the country, or it may 
be provided from increased savings. If capitalists con,-, 
aider that the terms offered by the Government, afford 
an eligible investment, they may be induced/to take 
some of the capital employed in various commercial 
undertakings, and lend it to fhi; Government. Now let 
us trace the consequences of such a diversion of capital 
from reproductive industry. It may be thought that if 
the Government spends the loan at home, the loan Skas 
not dinutushed the capital of the country; it has merely 
caused a portion of it to be diverted to other purposes. 
The Government, however, will ordinarily spend the 
loan in warlike materials. Gaimon-balls, gunpowder, and 
mortars are commodities wjiich cannot be appropriated 
to assist the future production of wedlth, labourers cannot 
be fed by them, and therefore, when the loan is converted, 
into such commbdities, it cannot form a portion of the 
capital of the country. If, however, the capital which 
has been couttibuted to the loan had remaiujd with its 
original possessors, it would in,, the undertakings in which 
it was employed, in all probability, ITave contributed to the 
production of some useful corhmodities which might after¬ 
wards have been applied as capital. Upon such an hypob 
thesis, fluTcfore, the capital of the country is diminished 
in consequence of the loan; the labourers will ultimately 
suffer, because since there is less capital there will be aJ 
smaller sum to be distributed amongst them. 

As a scepnd hypothesis, let it be supposed thak the loan, 
after being raised in a country, is productively employed 
by a Government. WKfere industrial enterprise is back¬ 
ward, it may happen that many important undertakings, 
such as railways, canals, and irrigation works, will not be 
carried out by any one but the Govefbmeut. A loan 
^wjiich is raised undeif such circumstances will cause an 
^augmentation in the capital of the country, unless the 
whole of.^the loan is obtained from wealth already per- 
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forming the functions of capital. This is scarcely a possi¬ 
ble supposition; there is never this active employment of 
capital by private individuals in countries where indus¬ 
trial enterprise is b.ackward. The money lent to the 
Government would no doubt, to a considerable extent, be 
supplied from wealth which has been hoarded. The ad¬ 
dition which may be made to the capital of a country by’ 
^devoting a loan to reproductive purposes may be much 
' greater than is here described; for it generally happens 
that a llorge portion of the loan is obtained from foreign 
countries. Thus the Government railways of Russia and 
the Public Works of India Rave been to a very large extent 
constructed by means of English capital. In the contrast 
which h^ just been drawn between the certain loss and 
possible gain which may ensue upon the unproductive or 
productive employment of loans, it must not be supposed 
that a Government is justified under all circumstances in 
raising loans for industrial undertakings. In the finst 
place the interference of the Government may check 
private enterprise, and it is tjways better that trade and 
industry should as fdr as possible be left to private enter¬ 
prise. Government managerncftit is almost invariably waste¬ 
ful and inefficient. Even when the circu&stances warrant 
the. Government in raising a loan for some industrial work, 
it often happens that the atlv^ntage which such a loan 
might bring to the country is to a great extent counteracted 
W the wasteful mannA- in which the work is carried out. 
'uie history of the Public Works Department in India 
affords numerous examples of the truth of this remark. 

But again, referring to loans whicl^ are unproductively 
expended by the Govemmgnt, it may not unnaturally be 
asked:—Why should the unproductive expenditure of a ■ 
Government impoverish a pation more than if the same 
amount af wealth was spent unproductively *by indivi¬ 
duals ? In one sen.se, no doubt, a nation is not rendered 
poorer, as may be shown from #ie following considera¬ 
tions: Suppose, for instance, we wish to make an esti¬ 
mate of the whole wealth of the English nation. All the 
wealth possessed by Englishmen in the funds should be 
omitted from this estimate. If it ^ere not so, the same 
wealth would be counted twice over. Suppose A has^ 
a mortgage of 10,000t on B’s estate. The mortgage is 
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wealth to A; but it is not a part of the nation’s wealth, 
because the mortgage simply shows that B’s estate is 
not entirely his own property, but that A has a share of 
it, the value of which share is equivalent to the amount of 
the mortgage. Similarly the fundholders have a mort¬ 
gage upon the industry of the nation; and if the fund- 
holders were all English, and the nation repudiated its 
debt, the wealth of the country would not in the slighjjjgii 
degree be either decreased or augmented: a mosL<«^st 
confiscation of property would be perpetrated, Imt there 
would have been no destruction of wealth; for what the 
fundholders would lose the tax-payers would gain. Tlie 
national debt, considered in this aspect, is a mortgsi^o 
upon the industry of the nation; and the creabioq, of a 
mortgage cannot diminish the wealth of a nation unle.ss 
the persons who own the mortgage should be foreigners, 
when, of course, a portion of the national wealth is trans¬ 
ferred to another country. Those considerations show 
thai. if the raising of a loaji encourages money to be 
saved, the loan might be spent in ^the *most unproduc¬ 
tive manner possible without in any way ditninishing the 
national wealth. There is,* however, a difference in the^ 
conse(piences which Result when money is spent unpro- 
ductively by individuals, and when the same money is 
subscribed to* a loan, whjch is spent unprochictively by 
Government. In the first case, where individuals spend 
the money unproductivcly, no one "has to pay them any¬ 
thing for doing so; but in the second case, where these 
individuals lend the money to the Government to be spent 
unproductivcly, the .whole nation has annually to pay a 
certain penalty in consequents^ of this unproductive cx- 
vpenditure. The penalty paid is the interest received by 
^tho lenders of the money. 

In cstini|iting the effects of a loan we have theSe general 
iprinciples to guide us: The loss of the labourer is in pro-, 
mortion to the extent tS which the loan encroaches upon 
»he capital of the country. A loan may increa,se the capital 
p a country either by encouraging greater saving, or by , 
jinducing capital to be subscribed to the ^oan from other j 
iqauntries. In this cas'^ the labourer may receive an i^me- 
Miate benefit, proportioned to the increase of capital caused 
py the l(^n. Indian railways have been constructed by 
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loans subscribed almost entirely in England. It has' been 
calculated that during little more than twelve years 
11,000,000?. was paid to the natives of India for their 
labour upon railways; and, since this amount was im¬ 
ported capital, the labouring population of India derived 
the same advantage as if private capitalists had decided to 
spend an additional 11,000,000?. in the employment of 
rJeJjour. Whether the advantage is permanent or not de- 
peuohtj^n whether the railways ultimately prove to be 
remunerative. Although it now appears probable that the 
Indian railways will in the aggregate yield a foir profit on 
the capital expend(;d in tfieir comtruetion, yet for many 
ydars they failed to yield this profit, and a heavy deficit 
had to be made good out of the general taxation of the 
country. It must be remembered that this taxation had 
to bo borne by the whole people, many of whom lived too 
far from the railways t(j derive any advantage from the 
extra demand for labour whieh their construction created. 
If, however, a loan in any way causes the capital of the 
country to be increased, the jabourers will receive imme¬ 
diate benefit, even i^ the loan is spent xinproductively; on 
.the contrary, the employers ^vill, under the same circum¬ 
stances, suffer a loss, because wages^ will* rise as a conse¬ 
quence' of capital being increased. 

The ultiftiate effects of a lo^n upon all blasseS depend 
entirely upon the. manner i» which the loan is spent. If 
it is spent unproductfvely, the whole nation will have to 
pay a permanent penalty for the extravagant expenditure. 
If it is devoted to works of industrial usefulness, which 
would not be carried out by private, enterprise, then the 
nation may be greatly enri^hea 

In quoting warlike materials as an example of an un-' 
productive expenditure on .the part of Government, it is 
intended^io express no opinion Mverse to military prepa¬ 
rations. Vast sums have been, and will probably again 
be, squandered in war; but there ian be no greater impedi¬ 
ment to the production and accumulation of wealth than 
a’want of security from hostile attack; and therefore it is 
absolutely necessary, even • for the interests of commerce, 
that the defences of the Country Should be adequately 
maintained. 

Let us now examine what different consequences ensue 
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if an increased expenditure is supplied by taxation in¬ 
stead of by loan. Increased taxation is obtained in dif¬ 
ferent ways in different countries. In our own country 
there are probably only two source® available for largely 
augmenting the revenue. These are the income-tax and 
an increase of the duties upon some commodities of general 
consumption, such as tea. Let it be supposed that re¬ 
course is had to both these expedients. An i 
may be paid in two ways; it may be paid out 
or it may be paid out of capital. Thus a ma 
who is charged with l,000i. additional income-tax, may 
pay the amount by increased saving, or, in other words, by 
diminishing his personal expenditure. If this is done, his 
capital is in no way affected, and therefore the labourers do 
not suffer; the importfint thing for them is that no en¬ 
croachment should be made upon capital. But it will 
perhaps be said, that if the people who pay the increased 
income-tax are induced to retrench their expenditure, trade 
will suffer in consequence of their purchasing fewer com¬ 
modities, and that the labourers will thus be injured be¬ 
cause dull trade is always prejudicial to them. • But here 
we must once more recall tlfe remarks wi^ have previously, 
made to show how little the labourer is benefited by the 
unproductive consumption of wealth. If the incomejtax 
is paid from Income and .not out of capital, the labourers 
may derive a very decided advantage from an increased 
income-tax, because a portion of thlj money which is thus 
obtained by the Government is sure to be employed as 
capital, since it will bo paid in wages to artisans, ship¬ 
wrights, and other .classes of labourers engaged by the 
Government. One of the adv,p,ntago8 often attributed to 
a democratic suffrage is that the people have a direct 
interest in checking a reckless expenditure, and it is also 
urged that it is the interest of the rich in opposition to 
the poor to encourage heavy taxation. But the labourers 
will in every way be gfcatly profited by increased expen¬ 
diture if the money is provided by an income-tax, which 
is sure to be partly supplied from increased economy, and 
■which, in this country, it has never been ^ropo.sed to levy 
(Upon the labouring ^pulatioti. In a country so rich as 
England, even a heavy income-tax would probably in the 
main be |jaid out of income, and not out of capital. Such 
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a tax, therefore, would not seriously interfere with the pro¬ 
duction of wealth, but would most materially encroach 
upon the means of enjoyment of the majority of those who 
pay it. Even in the richest country, if an income-tax 
continues to be increased, it must at length cease to be 
chiefly paid out of income. Directly it encroaches upon 
the capital of the country, the tax becomes doubly burden- 
.wjjpe and disastrous, the production of wealth will be 
imped^ji, the position of the labourers must be rapidly 
deteriof.s.ted, and the finances of the country will be gradu¬ 
ally brought into a most critical state. In a poor country, 
such as India, an income-tax is a much more hazardous 
expedient, than in a wealthy country like our own. 

We have now pointed out some of the effects which 
follow both from loans and from increased taxation, and 
there can be little doubt that loans ought to be avoided 
as far as possible. A loan, however, is perfectly justifiable 
when it is necessary to resort to so high an income-tax 
that it must in great part be paid out of the capital of the 
country, or when taxes on commodities have been raised 
to the point at which further increase is attended with a 
diminution of revenue. In Both these cases the produc¬ 
tion of wfjalth is at once impeded. If we had to decide 
bctjveen a loan and taxation as a mere abstract <iuestion 
concerning the production of wealth, there Would' be little 
hesitation in deciding against the loan, because a loan 
would generally be f»aid more entirely out of capital. 
If is, however, impossible to frame a general maxim which 
will apply to every case. Before a decision can be arrived 
at as to the extent to which additiona,! expenditure should 
be met by a loan or by increased taxation, the economic 
circumstances of the country ought to be most carefully 
considered. Thus it may very possibly happen that ad¬ 
ditional taxation may be imposed without cjiusing any 
serious inconvenience to the mass of the people or without 
to any appreciable extent interfeAng with industrial pro¬ 
gress. The circumstances, however, of another country 
may be such as to cause the gravest evils to be associated 
with an increase of taxation. For example, the financial 
condition of India is such‘as to r&der it impossible ito 
raise any considerable increase of revenue from taxation 
without producing very serious consequences. ^ Past ex- 
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perience has shown that it is extremely difficult to raise 
revenue in India by any form of direct taxation, such 
as the income-tax; and any indirect tax is comparatively 
speaking unproductive unless it cai\ be imposed on some 
article of general consumption. The mass of the Indian 
people are so poor, often earning wages of only Zd. or ^d. 
a day, that the only article they consume which admits of 
taxation is salt. The salt duty in India* is one of t%, 
heaviest imposts that is levied in any country on^Tirst 
necessary of life, and additional revenue could nmhe ob¬ 
tained from it without inflicting severe suffering upon 
the Indian people. 

Those discussions upon the relative advantages and dis¬ 
advantages of loans and taxation will show the importance 
of arranging a tax so that it should cause the least possible 
diminution of capital. It is, therefore, extremely impoli¬ 
tic to tax a raw material. Suppose it were determined to 
raise a certain sum by taxing cotton, a tax on cotton goods 
would be far preferable to a tax on raw cotton. If a 
manufacturer were obliged jto pay 100i.» upon a certain 
quantity of raw cotton, he would thus have to give to the 
(lovernmont lOOi. which he Intended to employ as capital,^ 
and therefore the* tax would be entirely taken out of capital. 

But suppose the Government said. We will let you manu¬ 
facture your dotton, and Jhen you shall pay «s the same 
amount, by levying a tax upon the manufiictured goods. 

The result of the tax would bo, tHUt the price of cotton 
goods would rise, the manufacturers would be able to pay 
the tax out of the increased price obtained for their goods, 
and the tax would qot, under these circumstances, in any 
degree diminish the capital of ^he manufacturers. 

It will have been remarked, that every kind of wealth, 
which in any way assists fixture production, has been, circuiat- 
in this chapter, described as capital. Capital, •therefore, inti and, 
is not confined to the food which feeds the labourers, but 
includes machinery, buildings, and, in fact, every product 
due to man’s labour which can be applied to assist his 
industry; but capital which is in the form of food does not 
perform its functions in the same manner "as capital that is 
is the form of machJhery; the one is termed circulating 

* [An increase of the salt duty is one of the financial proposals of the 
present yeaj, 1888 .] 


A general 
principle 
of taxa¬ 
tion. 



Manual of Political Economy. 

capital, the other fixed capital. This is a real distinction 
from which many important consequences follow. Circu¬ 
lating capital is only used once in order to fulfil any 
particular purpose; fixed capital may continuously repeat 
the assistance which it lends to industry. A store of food 
fulfils the functions of capital when it feeds labourers, but 
in feeding the labourers it is consumed; it cannot repeat 
^the service which it has rendered. But the same looms, 
sef^Nmotion by the same steam-engine, will continue to 
weave rotton cloth through a long succession of years. 
The same ploughs till the land for many successive crops. 
The capital with which a road is made does not facilitate the 
transport of wealth for any limited period; but, if a slight 
sum is spent to keep the road in repair, it will permanently 
serve* the same industrial purposes. The capital expended 
on the great irrigation works of India, may, through count¬ 
less ages, fertilize the same tracts of land. Circulating 
capital, since it is destroyed by one use, must receive an 
immediate return; the application of fixed capital is 
rewarded by industrial advantag(.'s continued for a long 
period of, time. A Vanner expects that each successive 
crop will remunerate him for the wages he has i^aid 
during tlie current year. But if he purchases a steam 
thrashing-machine, he does not expect that his outlay will 
be returned to him in one y?ar; he hopes to use the 
machine for a great numben of years, and thus he will bo 
gradually repaid for His original outlay. As another ex¬ 
ample, raw material is circulating capital to a manufac¬ 
turer : the raw cotton is only once woven into cloth ; and 
the manufacturer, when he sells the, cloth, is repaid the 
sum which ho has expended in the raw material. But 
the money which he has invested in fixed capital—such ‘ 
as the machinery used in fris manufactory—is gradually 
returned to him. When the capital which administers to 
the production of any wealth is entirely circulating, the 
amount of wealth produced must In value be at least equal 
to the capital employed ; for since this capital, according 
t» our hypothesi.s, is circulating, it is entirely consumed by 
one use, and thefefore the particular industry would not be 
remunerative unless the vahie of thfe wealth produced was 
somewhat more than sufficient to replace the capital con¬ 
sumed. All capital, as we have before said, is intended 
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to be either sooner or later, consumed: circulating capital 
is destroyed by once ministering to the production of 
wealth; but capital is maintained by reproduction. Hence, 
since circulating capital implies immediate consumption, 
circulating capital must also necessarily imply immediate 
reproduction. Fixed capital, however, may repeat for a 
long period the assistance it renders to production; fixed 
capital, therefore, is only gradually consumed, and tljeJ 
amount of wealth expended upon fixed capitalj^f^iot' 
immediately reproduced. The most important ^actical 
conseejuences follow from these considerations. Let it be 
supposed that a considerable amount of capital, which has 
been previously employed as circulating capital, is c®n- 
verted into fixed capital; when employed as circulating 
capital it was at once reproduced, and therefore tte wealth 
which this capital produces must at least be sufficient in 
amount to enable the capital to be re-created. But the 
same immediate reproduction of wealth does not take 
place if the capital is converted into fixed capital; and 
therefore there need not impiediately be produced so large 
an aTnount of wealth as if the ciipittfl were consiimed by a 
single use, and had, in consequence, to b(; at once repro; 
diiced. Now, labourers derive their wages from circulating 
capital; hence, if the circulating capital is dirainishea, 
their wages *wdll temporarily fall, As an axample, the 
construction of a railway n»ay cause circulating to be 
converted into fixed capital. SujTfiose th.at 10,000,000/., 
previously paid to agricultural labourers, is now paid 'to 
railway labourers: the agricultural labourers would con¬ 
sume their wages;, but then their labour would at once 
produce something which wojild be again consumed, and 
which would be again employed as circulating capital. 
The railway labourers will be as usefully, or even more 
u.sefully, ^ployed than the agricultural labourers. The 
nation is not made poorer by this transfer of capital from 
one industry to anothir'; she has her railway instead of 
the commodities which were produced by the capital pre¬ 
viously invested in agriculture. There is no diminution 
of national wealth; but there may be l(5ss wealth in the 
aountry available fdl' consumption—a smaller fund, in 
fact, to distribute amongst the labourers, and therefore 
the labourers may temporarily suffer. The application of 
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improved machinery and the construction of such works 
as railways will ultimately confer upon the labourers an 
advantage amply sufficient to compensate them for any 
temporary loss which they may suffer from the conversion 
of circulating into fixed capital. Railways and machinery 
have most powerfully stimulated the production of wealth, 
and a large amount of wealth has been produced by their 
!ii^ which could never have been produced without them. 
Mo?Cvxer, the capacity which exists in England for the 
accumulation of capital, quickly repairs any encroachment 
that is made upon her circulating capital; and therefore 
it is doubtful whether the labourers in this country have 
befen even temporarily injured by the extensive use of 
machinery, and by the rapid development of our railway 
system. 

Bub although the labourers as a body are not injured 
by the conversion of circulating into fixed capital, through 
the extended use of machinery, yet particular classes 
of labourers often suffer a serious and permanent injury 
from this cause." For instance, a man may spend seven 
years in acquiring special skill in performing some process 
,of manufacture. The possesiSon of this skill may be re¬ 
garded as an important property, tljio pecuniary value of 
which to its possessor can be estimated by the difference 
between his wages and those .of an ordinary labourer. 
This difference may be so gs--eat that the skilled workman 
can cam 4^. a week. While the ordinary labourer can only 
earn IZ. One day a machine is introduced which performs 
this particular process at one-fourth of the cost at which 
it was performed by the skilled mechanic. He is, of 
course, at once superseded^ his skill, which before was 
worth 3Z. a week, ceases to have any value, and he may 
have to descend to the condition of the ordinary labourer. 
In such a^case the loss to the labourer is just as real as if 
he had been suddenly deprived of an income of 150Z. a 
year, or if an owner of a landed e^atc suddenly found its 
letting value diminished by three-fourths. Many striking 
examples might be easily given of the loss inflicted on 
artisans who possess some special skill which is superseded 
by the invention of a madhine. if is, for instance, net 
generally known that the curve ^ven to the brim of the 
best gentlemen’s hats is done by hand, and requires so 



43 


Of Capital. 

much skill, precision, and nicety, that those who are en- i- 

gaged in this particular kind of work often earn as much 
as 11. or 8/. a week. A machine has already been in¬ 
vented which moulds brims sufficiently well for the cheaper 
sort of hats, and some improvement may very probably be 
introduced into this machine which will enable it to super¬ 
sede the highly-paid labour above referred to. In this 
case a special class of men who can now earn 11. or 8Z. a 
week would have to descend to the position of oy&dary 
workmen, and would probably not earn so mucK as half 
their former wages. 

When, therefore, we hear of the opposition of certain 
classes of labourers to the introduction of machinery, we 
should remember that political economy affords po justi¬ 
fication for the off-hand way in which this opposition is 
often spoken of as irrational and unfounded. The reality 
of the loss which has to be borne by t he labourers ought 
at once to be admitted; and as the loss is brought upon 
tlu'iii by no fault of their own, the public ought at any 
rate to extend to them a kindly sympathy; sometimes the 
labourers might be induced, if calimy reasoned with, to 
reliiKiuish a useless opposition to machinery: they not, ■ 
unfref^[uently increa.so, the loss inflicted on them through 
the introduction of machinery by entering into a fruitless 
and cosfly struggle to r^ist its use. Probably the best 
way for the workmen to meel such a misfortune as that 
just described is to endeavour to tffid some other branch 
of industry, in which the kind of skill which they possess 
could bo made to some extent available. The hand-loom 
weavers of Spitalfiiilds, instead of clinging to an industry 
which has been superseded, 5 pid thus gradually sinking 
into deeper and deeper distress, would have done far 
better if they had .sought emplo}rmont in the silk-mills in 
the north *f England. 
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rilHE three requisites of poduction, labour, appropriate 
X fiatural agents, and capital, have now been discussed. 
The subject of the production of wealth will not be com¬ 
plete without an investigation of some of the laws upon 
which depends the amount or degree of productiveness of 
each of these requisites. All the materials upon which 
labour and capital are employed, are produced either 
directly qp indirectly' from the land. Wool is not a pro¬ 
duct of the land like cotton'^ and timber, but the sheep 
from which the wool is clipped are fed by food obtained 
from the land. Land, labour, and capital are, therefore, 
the three requisites of production. The* most casual' 
observer will have noticed tfiat each of these varies 
greatly in productiveSie.ss at different times, and in dif¬ 
ferent places. Some of the richest tracts of land in 
England were not long since an uncultivated morass; 
Cambridgeshire and Norfolk are now^amongst the largest 
corn-producing counties, yet Cambridge was once the 
homo of the bittern ana snipe, and Norfolk was little • 
better than a rabbit-warren^ At the present time England 
posse.sse8^and of every degree of fertility; th^rich loam 
land of Sussex and the Lothians will let for 41. an acre; and 
large tracts of land on the moors if Yorkshire, if given to 
a farmer rent free, would not pay to be cultivated. There 
ia also the greatest difference in the efficiency of labour. 
It has been calctilated that an English mower will do as 
much work in a day as three Russian serfs, and the con¬ 
tractors for the French railways found that an En g lish 
navvy was worth two French labourers. Such differences 
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|§Ti the value of labour mainly depend upon superior 
■rtrength and stamina, but still greater differences arise 
■•orn superior skill; many operations in the manufacture 

K f commodities reijuire, perhaps, a. delicate touch or a 
nick dexterity which no amount of untrained labour 
gbould supply. Capital, directed by superior knowledge, 
itnay effect what before was impossible; mines are now 
“forked which no amount of labour or capital, unaided- 
by the steam-engine, could have drained; and th^^soflpli- 
fcation of a hundred times as much labour and’ capital 
Ivould not produce the cloth wjkich is now woven by the 
ipinning-jenny and the power-loom. These considera- 
|ions may, perhaps, suggest the opinion that we shall be 
Ibliged to call in the assistance of every science,in order 
io investigate the laws which determine the productive- 
boss of land, labour, and capital. For it may be said, agri¬ 
cultural chemistry makes known the constit.iuuits upon 
Ivhich depend the fertility of the soil; the difference in 
Ihe stamina and strength of English and Russian labourers 
Jmust be chicidated by appealing to physiology, and to 
ether sciences. Again, the efficiency of machiiK'ry must 
fee explained by the principles of mechanics. It, there-J 
fc)ro, manifestly tccoiyc's necessary to place some limita¬ 
tion upon the scope of political economy, unless il; is 
[ntendect to embrace a ^st number of othHir sciences. 
Now, it will be remembered, that no accurate delinitiou 
of political economy was attempt^! to be given at the 
3omraencement of this work. It is far better that tlie 
'reader should have the definition evolved for him as the 


subject gradually puogresses. 

In the introtluctory cha])1^r wo described political 
economy to be the science which investigates the laws 
that determine the production!, the distribution, and the 
(exchange •f wealth; it was, however, at the s&me time 
Itated that this was rather a general description than 
accurate definition.* It is not an accurate defini- 
iion, for it is already perceived that, even concerning the 
|rst branch of the subject, political economy does net 
bvestigate all the Iws which concern the production of 
■Health; for if it dia investigate those laws, chemistry, 
inysiology, mathematics, and various other branches of 
ftiowledgp, would form a part of the science of political 
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economy. It will be necessary, therefore, to place some 
limit upon our investigations; and the necessary limitation 
is provided by assuming that the facts which are acquired' 
from other sciences are known, or at any rate are supposed 
to be true. Thus political economy assumes all that we can 
tell at the present time with regard to the fertility of the 
soil. It is not the business of political economy to decide 
whether chemistry can suggest any particular manure 
which will greatly increase the productiveness of the land; 
but if the land, by any such cause, is rendered more 
fertile, then political economy would trace the conse¬ 
quences of this increased fertility upon the production, 
tJie distribution, and the exchange of wealth. Again, it 
would be foreign to the subject of political economy to 
prove, l>y a physiological argument, the cau-ses upon 
which the inferior strength of the French and Russian 
labourers depends; but political economy, assuming that 
this inferiority exists, without explaining its cause, or 
suggesting a remedy for its removal, traces its conse¬ 
quences upon the production, the distribution, and the 
exchange.of wealth. 

, Returning now to the imnnkliate subject of this chapter; 
we have to consider the productiveness *of land,' labour, 
ancj, capital, not as they depend ou physical causes, but as 
they are dsterrnined by production on a liCrgc and small 
scale, by division of labour, J^y the accumulation of capital 
in joint-stock companies, and by various other such circum- 
sfances which we shall proceed to notice. 

The productivene.ss of land docs not depend entirely 
upon its fertility; for the (juantity of labour and capital 
which may be required to jnakc the produce raised from 
the laud available for consumption forms a very important 
element in estimating its pyoductiveness. The rich allu¬ 
vial plaiife of the Mississippi are almost unsurpassed in 
fertility; but a considerable portion of the wheat which 
is grown there is consumed in rfhrope; and the cost of 
carrying this wheat to the European markets is virtually 
s» much deducted from the productiveness of the soil 
\ipon which the Vheat was grown. When the valley of the 
Mississippi possesses population so‘dense as to consume 
all the wheat there grown, the land, although it may be 
not more fertile, will be more productive of wealth; for 
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the wheat will no longer be wanting an utility, which, book i. 
amongst others, gives it the character of wealth, namely, 
of being in the place where it is required to be consumed: 
an utility which cannot now be conferred upon it without 
considerable cost. Everything, therefore, which facilitates It u af- 
the transport of produce, increases the productiveness of 
land. A groat portion of the most fertile land in the met of 
world is entirely unproductive. Products might be raised t^amport- 
from it which would be eminently serviceable to map> but 
various obstacles interpose which render these products un¬ 
available for consumption. The most splendid pine-trees 
are often seen rotting on the siJles of the Swiss mountains, 
because it would cost more to bring the timber to markl't 
than it is worth. 

The increase of population may create a demand Tor a 
product, and thus make the land from which it.is obtained 
more productive. The great natural pastures of Australia 
have for many years supported immense flocks of sheep. 

In England the carcase of a ^ sheep is far more valuable 
than its wool; but the reverst) was the case in Australia— 
the wool was valuable, the carcase was almost worthless. 

Wool is not a bulky comnidllity, and the cost of sending 
a fleece from Ausiralia to England is comparatively trifling; 
but so great a quantity of meat was almost worthless^to 
so sparse a population. ,The gold discoveries at once 
caused the population of Australia to be largely increased; 
the mutton which had been before* wasted was now re- 
quii’ed; the sheep became much more valuable; and the 
pastures upon which the sheep graze thus became far more 
productfve of wealth,although the fertility of these pastures 
hiis remained unchanged. 

If the productiveness of labour is estimated by the The pro- 
amount of wealth which is produced by a certain quantity 
of labour, (Jien the productiveness of labour is partly the jJXun 
cause and partly the effect of the fertility of the land. 
■‘Quantity of labour” may be conveniently defined by 
the labour of a certain number of men working for a 
prtain number of hours per day. The amount of wealth it h af. 
Vhich is produced depends jointly updn the produc- y 
j-ijeness of. land and'the prc«uctiveness of the labour iity %' 

aployed; but as remarks have already been made upon land, 

&e productiveness of land, we shall now prbceed to 



Manual of Political Economy. 

consider some of the causes upon which, under any as*- 
Burned set of circumstances, depends the productiveness 
of labour. 

Energy and intelligence are two of the most valuable 
qualities which a labourer can possess. It does not, as has 
been previously observed, appertain to our subject to at¬ 
tempt a full explanation of the causes which determine 
i differences of national character. The Irish labourer, for 
iu8l\tn.pe, does not possess that steadiness and dogged de¬ 
termination which distinguish the English labourer. Lord 
Brassey’s book, called V[prk and Wages, gives many 
striking examples of the different industrial (qualities 
pCssessed by workmen of different nations. He gives tbe 
palm to. the English labourer; and states that although 
wages are higher in this country than in any other Euro¬ 
pean country, yet bridges, viaducts, tunnels, and all en¬ 
gineering works, can be executed at a cheaper rate in 
England than in any other country in the world. 

Labourers have generally been so imperfectly educated 
that the econonfic advantage.of intelligence to the labourer 
has been, and is still, most inadecjuately appreciated. 
Ahnost every industrial operS.tion will be better and more' 
expeditiously, effected by the intelligent workman. The 
agricultural labourer is very generally looked upon as 
requiring no special skill or intelligence; ‘but an expe¬ 
rienced English land-agent has stated that in his opinion 
the reason why the land in the Lothians lets at a higher 
rent than equally fertile land in England, is that the 
Scotch labourers and farmers are, as a general rule, better 
educated and consequently more intelligent than labourers 
and farmers in England. This opinion has been confirmed 
by a large landowner and practical agriculturist, the Mar-' 
quis of Aylesbury, who in. a speech to his tenantry, in 
Novemb^ 1874, .said that he found that thc^ farms that 
were the best cultivated were in those counties where 
wages were the highest, and. he attributed this to the 
circumstance that in these counties there were better and 
more skilled workmen. If therefore the English agri¬ 
cultural labourer becomes properly educated, it maj. be 
found that the productiv«?nes8 of*the land is as mu«h 
increased as if an important addition had been made to 
its natural fertility. Education also produeps a most- 
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ided improvement in the moral character of the work- 
an. If workmen are dishonest, the loss which is in- 
rred is in no way represented by the amount of pro¬ 
perty which may be stolen; if reliance cannot be placed 
upon labourers, they must be superintended and watched, 
al-d thus the'*! labour is rendered less productive, because 
a pertain portion of the wealth which is produced has to 
be paid to overlookers and others who would not be re- 
rfjuired to watch the labourer if complete confidence could 
be reposed in him. Thus if one overlooker is required to 
superintend the labour of twei^ty men, and if he is paid, 
as he probably is, twice as high wages as the ortlinary work¬ 
men, it is obvious that the amount paid in labour for the 
production of a certain commodity is just one-tenth ipore 
than it would be, if it were not neoe.ssary to employ the 
overlooker. If therefore his services were dispensed with, 
the productiven<iSs of labour would be increased; and this 
would render it possible either to cheapen the commodity 
to the cohsuiner, or to make an addition to the profits of 
the employer and the wages of the laboured The produc¬ 
tiveness of labour depends uj:)on a great varietv*of other 
personal qualities possessed by the labourer. Intemperance, 
for instance, makes a labourer less able to do his work, and 
his labour is sure to be more irregular. » 

The productiveness of capital may be cstimifted by the 
amount of wealth which is produced by the application of 
a certain quantity of capital. Capital is, of course, capable 
of producing more wealth when it employs efficient labour 
and is applied to fertile laud; but there are certain cir¬ 
cumstances which tend to make capital more productive, 
whether the land and labour ^ire good or bad. Every | 
improvement in any of the processes of industry makes j 
capital more productive. Without , the assistance of the 
steam-engitts, the capital at the present time existing in 
the country would not imffice for the production of more 
than a small portion of the wealth which is now annually 
produced. Machinery causes a greater quantity of wealth 
to be created with the assistance of a smaller amount of 
labour and capital, ^ut the productiveness of capital is 
jlopularljr estimated according a different standard; for 
capital IS conceived to be productive when the profits 
obtmned by the capitalist are large. For instance, a farmer 
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previous to the present period of agricultural depression, 
might have said:—It is true that in consequence of the 
advance in agricultural science more produce is grown 
upon a farm now than a few yeara since; but the rents 
which the farmers pay have increased; and therefore the 
profits of the farmer are not larger now than formerly. 
His capital, therefore, gave him no greater return, and he 
might for these reasons have considered that the pro¬ 
ductiveness of capital had not increased. This, no doubt, 
might have been the case, as far as the farmer himself 
was concerned; but the productiveness of capita! depends 
upon the amount of wealth produced, and not upon the 
particular manner in which this wealth may be distributed 
amqpgst the different parties who have a claim to be 
remunerated. The laws which determine the relative value 
of the remuneration received by landlords, capitalists, and 
labourers, will be explained in those chapters which treat 
of the distribution of wealth. 

Hitherto, the great social and economic importance of 
securing the ^eatest efficwaicy of labour, by giving the 
labourer some pecuniary interest in the work in which he 
is employed, has been most‘imperfectly understood. The 
relations between employers am^ employed will never 
become satisfactory until they are more united by the 
bonds of nliutual interest. Toq many of oui labourers pass 
a life of hopeless drudgery; they in no way share their 
paster’s prosperity. ** In some of the succeeding chapters 
of this work, the great advantages of co-partnership and 
cooperation will be shown; for it will be explained that 
under such systems not only has the,labourer been socially 
and morally improved, bq^ capital and labour have in this 
way been rendered more productive, by calling forth the 
highest and most skilled eifforts of the labourer. Improved 
relation! between employers and employed might render 
unnecessary a great proportion oi the present large outlay 
upon wages of superintendence, which, as above explained, 
so seriously diminish the productiveness both of labour 
tind capital. 

As yet only" the general causes,on which the produc¬ 
tiveness of land, labour,‘'and capital depend have been 
mentioned. Some of the more special means by which 
the efficiency of the three agents of productitm may be 
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eag«d must new be considered. As a first example 
will refer to tbe striking illustrations (‘tnployed by 

Sam Smith, which demonstrate the advantages derived 
from the division of labour. A pin passes through about | 
eighteen processes. The metal has to be drawn into 
:wire, the wire has to be cut a proper length, the end 
sharpened, the head must bo made and fasteuecJ to the 
pin, the pin must be burnished and then properly packed. 
The most skilled workman could not make more than 
twenty pins per day if he had himself to attend to all 
the processes through which the pin passes. But when 
the labour of pin-making is divided, the various processes 
being performed by different workmen, ten workmen wfll 
make 50,000 pins in a day. Without division of labour 
the ten workmen would only make 200 pins per day, and 
thu8-,it would appear that in this east' a proper division of 
labour inerdases its prixluctiveness morc! than two hun¬ 
dredfold. Other examples, even moiv striking than the 
one just quoted, might bo readily selected. M. Say says 
that, in the manufacturing /)f playing Cards, there are 
seventy-two distinct operations. When these operations 
are appropriated to different* workmen, 15,500 cards have 
be<m made in a (lay Iw thirty workmen; but if a single 
workman had to perform all the operations himself, jie 
v/ould not make more th^u one or two card* pei- day. 
The increased efficiency which is thus conferred upon 
labour is, according to Adam Smith, Hue to three causes: ^ 

1. The increase of dexterity in every particular workman. 

2. The saving of the time which is commonly lost in 
. passing from one spe(;ies of work to another. 

3. The invention of a great pumber of mjichines which 

facilitate and abridge labour, and enable one man to do 
the work of many. . 

The grea^st influence no doubt is produced hy*the. first 
of these causes, namely, the increase of dexterity of the 
workman. The effect of Continuous practice in performing 
both mental and physical operations is most strikingly 
exhibited in the increased quickness obtained. By prac* 
tice the eye and hand may loam to work in*perfect unison, 
,pntl the mnd and ey^ are made to obey with intuitive 
quickness the behests of the will. The glass-blower ap¬ 
pears to rive a casual glance at a deuanter, wishing to 
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make one like it. He places some molten glass upon 
his blow-pipe, and after a few minutes of blowing and 
twisting a decanter is made, and between it and its 
model the nicest eye can detect no difference in size or 
shape; yet science can scarcely analyse or explain the 
marvels of this extraordinary handiwork. No rule but 
the eye has been employed to measure, the eye looks at 
the decanter, and the hand is thus directed. The shape 
of the decanter is produced by a combination of different 
forces, which the most refined analysis of the mathema¬ 
tician could scarcely investigate; there is the force of 
expansion caused by the blowing, and centrifugal and 
other forces are brought into action by the twirling and 
twisting. Many of the operations of industry need a 
dexterity which can only be acquired in childhoo<l; the 
pliant fingers of youth must be moulded to the work. 
When, therefore, the distinct operations of any industry 
are performed by different workmen, then each of these 
operations may become a separate trade, for which men 
may be separately trained. - If all the processes of pin¬ 
making •were performed by one man, he would not have 
sufficient practice to acquire the reqi^isite dexterity in 
any single operation, and, therefore, if there was no di¬ 
vision of labour in pin-making, all the labour employed 
must be, Comparatively speaking, unskilled, and conse¬ 
quently very inefficient. • The precision and quickness 
ficquired by practice are not in any way confined to the 
mechiinical operations of trade. What can be more extra¬ 
ordinary than the precision and quickness of the accom¬ 
plished and practised musician ? If the theory of violin¬ 
playing is explained, it se^s to require a skill beyond the 
reach of man. The fingers appear to move with careless _ 
rapidity over the string8,.yet the accuracy of each note 
depends* upon the string being touched witb^the strictest 
errectness at some particular pc^nt. 

Another advantage results from the dexterity of the 
superior workman, for he will use all the materials em¬ 
ployed with the greatest possible economy; nothing is 
wasted by his blunders or mistaken 

Later writers on political economy, and amongst tham, 
in particular, Mr Mill, consider that too much importance 
has been attributed to the second of the three causes 
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&hich, according to Adam Smith, explain the increased 
liiciency of labour when the distinct operations of indus- 
are properly apportioned amongst the workmen em- 
jbloyed. A great deal of time is undoubtedly wasted if a 
[Workman has often to pass from one species of work to 
janother, and this waste is of course obviated when a 
labourer can steadily keep throughout the day at the same 
kind of work. But Adam Smith exaggerates the nature 
and the amount of the advantages which may be thus 
secured, and omits to notice some counterbalancing dis¬ 
advantages which may very po.ssibly occur. Adam Smiih 
says, “A man commonly saunters a little in turning his 
hand from one employment to another. When he first 
begins the new work ho is seldom very keen and .hearty; 
his mind, as they say, does not go to it, and for some time 
he rather trifles than applies to good purpose. The habit 
of sauntering and of nidoleiit careless application which is 
naiurally or rather necessarily ac(piired by every country 
workman, who is obliged to change his work and his tools 
every half-hour, and to applydiis hand in twenty different 
^ays almost every day of his life, renders hiiA almost 
Iways slothfid £yid lazy, and incapable of any vigorous 
ippli('ation even on thp luost pressing occasions.” There 


s nothing in this passage absolutely incorrect; it as, 
lowever, truth’ overstatccl. Each of the cirCumstances 
nentioned by Adam Smith produces some of the influence 
e de.scribe.s; but his remarks woulc? seem to prove that 
,11 those whose employments arc various must be sloth¬ 
ful and indolent, while the reverse is often the case; 
labourers frequently become quicker and more intelligent 
when the monotony of their ejnploymetit is relieved by 
some variety. Waiters in large establishments are pro¬ 
verbially quick in their movements, and yet before they 
Ilnish one thing they are often called upon to do a dozen 
different things. Gardeners are generally extremely in¬ 
telligent, and yet there is the most constant variation in 
their employments. Before machinery was so largely used 
in agriculture as it is at the present time, Jhe work of the 
agricultural labourer ^was far more monotonous. There 
are many labourers still living,’who during twenty years 
M their life spent ten hours a day during ten months of 
fte year iij^, thrashing with the flail. Such a labourer might 
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perhaps be somewhat stronger as a thrasher, but he passed 
his life as a machine, and it was impossible that an active 
intelligence should be preserved through such an ordeal. 

The third advantage which arises from the division of 
labour, as enumerated by Adam Smith, is “ the invention 
of a great number of machines which facilitate and abridge 
labour, and enable one man to do the work of many.” 
There is some ambiguity in Adam Smith’s conception of 
the causes which influence the invention of such machines. 
Returning to our original example, each of the workmen 
employed in pin-making jhas his attention concentrated 
upon some distinct operation of the manufacture, and it is 
therefore maintained that he will be more likely to siiggest 
somi! improvement in the particular operation in which 
he is constantly engaged, than would another workman 
whose attention is distracted by a great number of the 
processes of pin-making. 1'he supposition may be verified 
by some striking instances. The boy whose only cmphjy- 
ment consisted in opening and shutting the valve of a 
steam-engine invented a self-acting apparatus, which had 
not suggested itself to Watt and other tmcomplished me- 
ch.anicians. The spinning-jenny and the tyule were invented 
by working men; but there is no general princi 2 )le which 
regidates the invention of machines of industrial usefulness; 
many mosf important mechanical improverhents have been 
suggested by those who pelrhaps for the first time may have 
.watched the o])erations of a particular industry. Novelty 
has often been the prompter of an invention, and improve¬ 
ments in machinery have often, as it were, been forced 
upon a trade. The practical advantage of the steam 
thrashing machine was proved long before the farmers 
could be generally induced to use it. Routine has often 
so dulled the minds of those who are employed in some 
special industrial operation, that they are reluctant to 
understand that any improvera(^t in the processes of a 
particular industry is required. 

Although division of labour may not be so entirely the 
cause of mechanical inventions as is sometimes supposed, 
yet there can be no doubt that ^ mechanical invention 
almost always induces a ^eater division of labour. When 
a machine is at work there are various operations per¬ 
formed by it which must be separately attendqjj to. The 
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machinery employed in a cotton-mill regulates the extent 
to which the division of labour is earned : for every pro¬ 
cess through which the cotton passes, from the time it is 
cleaned until it is woven into cloth, must be separately 
attended to, and thus, division of labour is enforced by 
the application of macihtnor}'. The introduction of new 
machinery may necessitate a much greater division of 
labour. Boat-building has not hitherto required any great 
division of labour. A most iugeniou.s machine, however, 
has been invented by an American, Mr N athau Thompson, 
by which a boat may be completely built in a few hours. 
If boats are thus built, the nature of the machirie will 
exactly determine to what extent division of labour will 
be henceforth practised in boat-building, for tho^distinct 
operations performed by the machine must be attended to 
by a certain number of worktnen. 

Mr Babbage pointed out a most important advantage 
resulting from th() division of labour which was altogether 
omitted by Adam Sniith. Our former example will most 
clearly illustrate this advantage. TIk* labourers who are 
oniployed in the various oy»era(ions in piu-makiug receive 
wages which vary greatly. Boys can fasten on the heads 
of the pins with as much facility as m<ni; girls can sort 
and pack the pins witfi great rapidity. Some of the otlyer 
operations of pin-making,.such as drawing tlu; wire and 
pointing the ends, are perforraed by highly trained and 
very skilled labourers, and consequently tht; remuneration 
received varies from foury)ence-halfpt!nny to four shillings 
per day; and in other branches of industry there are even 
greater differences tjian these. Mr Babbage states that 
the various parts of which a w^tch is composed employ a 
hundred distinct trades, and the skill required in some of 
these trades is much greater than in others. A watch-case 
is, comparatively speaking, a .simple article to make,* whilst 
on the other hand, .some of the parts on which the accuracy 
of a chronometer depends, must be so delicately adjusted 
that only very few workmen ever acquire the refined skill 
which is needed. These workmen therefore possess a vip- 
tual monopoly, and qan obtain wages fai* exceeding any 
which are usually paid.* If therts were no division of labour 
in pin-making, each workman who made the pins must 
possess the skill which is required for each of the opera- 
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tions. He must be able to sharpen the pins, and the 
labour of a man who can sharpen pins is, as we have seen, 
worth four shillings per day. Without division of labour 
the workman cannot spend his whole time in sharpening 
the ends of pins; he Avill have to devote a portion of his 
time to fastening on the heads of pins, and is then doing 
work which is only worth fourpence per day, thus incur¬ 
ring the most serious waste. Hence a workman would be 
compelled to produce what was worth only fourpence per 
day when his labour might produce what was worth four 
shillings per day. Mr Babbage has attempted to form 
some estimate of the loss which wo\xld be thus incurred, 
ftfr he has calculated “that even supposing a workman 
could make a pound of pins in the same time in which ten 
workmen combining their labour can make ten pounds, 
they would co.st in making three times and three-quarters 
as nuich as they now do by means of the division of labour.” 
A still greater loss would bo incurred if the mechanician 
upon whose skill the accuracy of a chronometer depends 
had to waste his time, and perhaps destroy the delicacy of 
his touch, upon some of the rougher work by which parts 
,1 of the watch are made. Labour is most efficient in the 
production of wealth when each individual can be employed 
uppn work which is best suited to the skill and physical 
strength wliich he po.ssesses. ^’he perfection of modem 
manufacturing industry makes such a minute division of 
labour possible, that Che labour which is performed can be 
so apportioned as to suit the capacity of each individual 
workman. 

It has often been remarked that thq demand for any par¬ 
ticular commodity places a practical limit upon the extent to 
which division of labour in its manufacture can be carried. 
There are in this country f'QW commodities in such a posi¬ 
tion. Btit to take a hypothetical case; let it Ije supposed 
that a pin manufactory is e.stabli;ffied in a new colony, the 
population of which is small. It there is such a division 
of labour that ten men are employed in the manufactory, 
there would be made, as has been before stated, fifty 
thousand pins in the course of a day. The colony might 
only have a demand for half of this huraber; and hence, if 
we suppose, for the sake of simplicity, that the colony has 
no export trade, there will be more pins made than are 
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■equired. The pin manufactory might be closed during a 
portion of the year, in order that a smaller number of pins 
toight be made. But in order to avoid the loss which is 
»lways incurred when a trade is cap-ied 011 at intervals, 
file pin manufacturer would probably find it more to his 
advantage to employ a smaller number of men. If only 
Bve were now employed, there would not be so great a 
flivision of labour, and the labour of the five workmen 


ivould not be so efficient, for the auniber of pins now made 
Id the course of the year would fall far short of one half 
pf the number previously mad(^ although only double the 
quantity of labour was then employed. In England there 
are few things which are manufactured at an increased coht 
in consequence of the limited demand existing fi^r them. 
Jf the stereoscope, for example, were only used as formerly 
for scientific purpo.ses, and employed, like many othc^r 
fiptical instruments, by professors to illustrate the laws of 
optics, a stereoscope would ]>o far more expensive than it 
|k now. The few which would then b(^ purchased in the 
^urse of a year would ba made, sj)ei!lking compara- 
l^vely, without any division of labour: it would not be 
Brorth while specially to apply any machinery to the con- . 
Itruction of stereoscop(JS. But the stensoscope htis now | 
Become a drawing-room toy, and tens of thousands are ' 
®ade every ydar. The pjice of stereost:opes ‘has conse -1 
puently been greatly reduced ;• so many arc now maiiu-! 
Bfcctured, that workmen may be dTnployed entirely iq! 
■Bnstructing them; and each part in a stereoscope may, | 
Ke the various parts of a pin, be separately manufactured, i 
fill the advantages ot division of labour can in this manner j 
■e secured; the dexterity of t]io workman is increased: j 
machines, too, will be probably invented spcscially to j 
pjcilitate some of the operations in the construction ofj 
the stereosc#»pe, and those various operations can* now be 
Apportioned amongst wor|:men according to their skill and 
p^pacity. The practical result of this is strikingly exem- 
kified in the fact that a stereoscope which now can bo 
lurchased for three shillings could not, a few years since* 

p obtained for less than a pound. 

■ The efficiency of labour as an a^ent of production depends 
much upon the combination or cooperation of labour 
upon its divisioa Labour may bo combined in two 
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different ways, and these have been described by Mr 
Wakefield as simple and complex cooperation. When 
several workmen combine their labour in the same way 
to do the same thing, it is called by Mr Wakefield 
simple cooperation; and its importance can be readily 
illustrated. Work has often to be done which re(iuires 
the strength of a great number of men; a weight may 
have to be lifted which could not be lifted by any one 
man. Without such a cooperation of labour none of 
the works which mark the civilisation of a country could 
have been accompli.shed; for unless labourers united their 
strength and skill, bridges could not be built, railways could 
not be made, mines could not be dug, and buildings could 
not be /jrected. The assistance which labourers engaged 
in one employment lend to those in another was described 
by Mr Wakefield as the complex cooperation of labour, 
fie was the first who adequately explained the most impor¬ 
tant considerations which arise from such a combination of 
labour. Political economists, guided by the example of 
4dam Smith, had previously almost entirely confined their 
attention to a very subsidiary branch of the subject, namely, 
the division of labour. Wo have already indirectly re¬ 
marked upon the great extent to \Yhich different employ¬ 
ments combine to assist each other. The manufacture of 
cotton cloffh was mentioned aii an example, to show how 
various are the different classes of labourers who assist in 
jihe production of even a simple commodity. Wo are led 
into endless ratnificationa in attempting to trace the dif¬ 
ferent kinds of labour, either directly or indirectly brought 
into requisition,from the time that thacotton seed is planted 
in the swamps of Georgiy until the cloth is woven in the 
looms of Manchester. There are distinct sets of labourers 
employed in tilling the cotton fields, in carrying the cotton 
to the port, in navigating the vessel in which it is shipped, 
in unloading the cotton at Liverpool, and then in trans¬ 
porting it to the mills of Manchester. All these different 
classes of labourers have been directly engaged in bringing 
the cotton to the place where it is wanted by the manufac¬ 
turer. It would be vain to attenjpt a complete enume¬ 
ration of all the differenf labourers who have indirectly 
assisted in bringing the cotton to market. There are the 
shipwrights who have built the ships, the labourers who 
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have constructed the roads along which the cotton is car- 
Sded, and the artisans who have made the tools with which 
the cotton fields are cultivated. 

There is, as it were, a tacit compact between each indi¬ 
vidual and society in general, that, the commodities which 
he consumes will be produced for him by other classes of 
labourers. If there were not confidence that such a com¬ 
pact would be realised, society would return to its primitive 
type; for each man would have to live on his own plot of 
land, and every commodity which he consumed would have 
to be produced by himself. If.this is done in any country 
to a large extent, the country must be poor and backwtird. 
Mr Wakefield pointed out the important bearing of stich 
considerations upon colonisation. The English Gowenynent 
had frequently encouraged a system of colonisation which 
tended to impoverish a colony, by impeding this complex 
cooperation of labour. In order to stim»date emigration, 
each family obtained from the (Jovernment a certain area 
of land in foe-simph', and thus a new colony was dottcsl 
over with the isolated settlements of a great number of 
distinct families, who lived go widely scattered that they 
could hold but ijlight intercourse with each other. Each, 
family had, therefore, t^) produce for itself almost everything 
it rcij^uired. Under these circumstances there could be little 
commerce or trade, and the country neccssari^ remained 
in almost a stationary condition. The pcstple in one stmse 
were not poor ; for the virgin fertility of the soil supplied 
them abundantly with the ordinary necessaries of life; 
but there was an almost complete absence of cooperation of 
labour. One of these families might possess a superfluity 
of food; there might be some somnwxlity which, in a par- , 
ticular situation, coixld be easily produced, yet it could not! 
be exchanged for some other commodity which a family 
might particularly want, and which it might, pcrliaps, fail | 
to obtain, even by the application of the greatest amount 
of labour. A colony in this condition derives scarcely any 
benefit from such great natural advantages as a genial 
climate, great mineral resources, and vast^trsicts of fertiFc 
land, as yet until led and unapijropriated. Therefore, Mr 
Wakefield emphatically insists^that a Government, when 
establishing a new colony, ought not to grant to emigrants 
settlemenjs of land, far distant, and widely scattered. 
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without at the same time taking steps to encourage the 
growth of a town population. The settlements which are 
granted by the Government ought to be concentrated as 
much as possible, and should, in the first place, be not 
too remote from the towns. There will then at once arise 
a cooperation between the industry of the town and the 
industry of the country. The industry of the town will 
supply the inhabitants of the country with the commodities 
which they found most difficult to obtain ; and the town 
population will have an active demand for the food and 
other natural products which in the country can be raised 
in such plentiful abundance. The efficiency of labour will 
thus be greatly increased; for, with such an interchange of 
comipoditie.s, a family which could previously do little more 
than supply itself with food from a tract of land, can now 
not only obtain, with the same labour, all the food it re¬ 
quires, but can also purchase from the town populaticm 
artMes of utility and luxury before unattainable. Such a 
colony; will rapidly advance in wealth; roads will be made, 
and other industrial appliances will bo carried out, which 
will powerfully stimulate theorising commerce. 

Thhifrlif- ■ ' It was at first .supposed that the gqld discoveries in 
cipu exem- Australia would cripple its agricultqre ; that labour would 
be»drawn from the farm to the gold mine; that the wages 
of agricultflral labourers wouULgreatly increase; and that 
under such difficulties agriculture must decline. But al- 
lihough this did in the first instance take place, yet agricul¬ 
ture speedily recovered in Australia, and has within the 
last few years rapidly advanced. The reason is that the 
gold discoveries caused the town population to bo largely 
and suddenly increased, a®d the food which such a town 
population required was supplied from the agricultural dis¬ 
tricts. Those who sold the* food could purchase, in return, 
all the products which the commerce of Europe provides; 
and Victoria has, in a few years, advanced from an aggrega¬ 
tion of isolated settlements to the position of a prosperous 
country, with all the appliances of the oldest and most 
thriving commercial community. The large yield of gold 
since the gold discoveries is genejplly considered to bo 
the source of the increased wealth of Australia As Prof. 
Cairnes well remarked*, the extent to which the gold 

* Emays in Political Economy, Theoretical and Applied.. By the late 
Prof. J. £. Cairnes. 
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discoveries have enriched Australia can bo measured 
by the degree in which she has parted with this gold, 
tn other words, she has been enriched, not by keep-1 
ing it, but by sending it away iu exchange for pro¬ 
ducts from other countries. The gold may have been 
the primary stimulus of her prosperity; but the gold 
which has been produced most inadequately represents 
the extent to which her wealth has been augmented. 
Not only has all her labour, wlndher agrieviltural or 
not, been rendered more efficient by the increased co¬ 
operation of labour which is. now practised there, in 
consequence of the grow’th of the town population; but 
even her land has been rendered far more productive of 
wealth, because, at an earlier ptiriod, much of the q)ro,jluec 
which was obtained from it, w,'is not required, and there¬ 
fore coxdd not be accounted wealth. 

There cannot be any extensive cooperation of labour 
between one employment and anot.her, or between one 
district and another, unhiss the means of communication 
are good. Nothing, probably, has more* contributed to 
perpetuate the poverty and backwardness of iTfdia than 
the want of good roads, 'ftiere, it frequently happens i* 
that one district can .scarcely lend any assistance to an¬ 
other ; an interchange of commodities, which would ^be 
advantageous to all concejned, is often prevented by the 
want of a road. During the terrible famine which ra¬ 
vaged the North-West Provinci'S, in the year 1860, rice 
which was in one district at the famine price of four 
rupees per maund of 83 lbs., was selling in adjoining 
districts at less thaji two rupees per maund. As long 
fis such occurrences can take plac(% India must continue 
poor, her resources must remain imperfectly developed, 
and her labour must be comparatively inefficient. A ! 
village community virtually isolated from the rest of 
India cannot now raisg that produce for which their 
land is best adapted, but must cultivate it with a 
view of supplying themselves with the first necessaries of 
life. Manchester would, no doubt, annually purchase oT 
India many million jMunds’ worth of cotton; but cotton 
will not be produced on any large scale until the people of 
India feel that if they grow cotton they will be able to 
pxchangc it for food and other necessaries. 
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The remarks which have been made to illustrate the 
functions of capital, afford striking examples of the complex 
cooperation of labour. An individual may save the fund 
which forms his capital from a groat variety of sources. 
The wealth which he has thus saved, he will probably 
embark in a groat number of different investments, and in 
this way as-sist the labour of those engaged in the produc¬ 
tion of various kinds of wealth. Part of his capital will 
probably be devoted to the trade in which he is engaged; 
and he will perhaps deposit the remainder with his banker, 
by whom it would be lent, to numerous traders to support 
them in their business. All commerce, in fact, forcibly 
exemplifies the cooperation of labour, not only between 
different employments, but between different countries. 
England gathers wealth from every quarter of the world, 
but at the same time she equally enriches the countries 
with whom she trades. 

In an earlier part of this chapter, we considered the 
increased efficiency given to labour, when the distinct 
operations of ahy industry are performed by separate sets 
of workmen. In this case, workmen who are differently 
1 employed eombim! to assist'each other in the production 
of the same commodity, and hence division of labour is an 
instance of the complex cooperation of labour. We have 
therefore cteparted from scieuti^c accuracy in our arrange¬ 
ment of this chapter, and, partly in deference to popular 
ppinion, have given “precedence in our remarks to a dis¬ 
cussion of the advantages of division of labour. Political 
economists following in the stops of Adam Smith have 
restricted the subject of the division pf labour to its narrow 
sense. The reason of thig may perhaps be, that the illus¬ 
trations used by Adam Smith have made the division of 
labour one of the most popular parts of political economy; 
and thiA its importance, compared with othe* portions of 
the subject, has been greatly exaggerated. 
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CHAPTER VI 


PRODUCTION ON A LARGE AND A SMALL SCALE. 


I F we had not feared tliat the bust chapt(;r was btjconiiifg 
too long, wo should not have placed the subject,we here 
'jropose to discuss in a separate chapter, because the carry- 
pg out of production on a large and a small scale exerts a 
^ry powerful effect upon the productive powers both of 
pud, labour, and capital. 

The. comparative advantages of production on a large, 
l^d production on a small sc^ale, depend flpon conditions 
ivhich may vary greatly at different time.s, and iu<lifferont 
^ployments. Every extension of machinery no doubt 
ends to give an advantage to production on a large scale, 
in the days of hand-loom weavers, littlcc would have bejiii 
[ained by gatReriug them, togcthiir into large* buildings, 
inch as the mills of Manchester. Each hand-loom wisaver 
jciorked for himself; he needed not thR assistance of others,^ 
Ind therefore there was no reason why he should not work 
n his own cottage. But the introduction of niachinory 
^as divided the work which was previously done by the 
fiand-loom weaver, into a great pumber of distinct opera- 
dons^ and in this way machinery nuiders production on 
1 large scale absolutely necessajy. But to what extent it 
is advantag^us to increase the scale of production, Vbether 
it is more profitable to^rect a mill containing 10,000 
spindles, or two mills containing 5,000 each, will be most 
j correctly determined by those engaged in the trade*. The 
comparative economy of working large and small mills if? 
sure to be quickly ascertained by the manufacturc-rs them- 
'solves; there can, however, bd no doubt that a small 
.manufactory will have little chance of competing with a 
barge one, if the small manufactory is not large enough 
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for the efficient working of the most complete machinery 
used in the trade. Again, a small manufactory cannot 
compete with a large one, if in the one there is a less 
complete division o£ labour than in the other. A pin 
factory which employed ten men would produce pins 
at a much smaller cost than a factory in which only five 
men were employed. The labour of superintendence 
generally forms a comparatively larger item in small 
concerns than in large ones; for instance, each room in a 
cotton mill may reijuire an overlooker, whether a hundred 
men are working in the room, or two hundred. A steam- 
engine must be constantly watched by an engineer, 
whether the engine is fifty-horse power, or a hundred- 
hoRie power; but all such questions concerning the 
greater or less economy of business arrangements will 
ultimately bo decided by practical experience. There is 
at the present time a very decided tendency to increase the 
scale of production, and this tendency is particularly shown 
in those vast manufactories and warehouses which-exem¬ 
plify the wealth and energy<of Lancashire and Yorkshire; 
hence wfe must conclude, th^t production on a large scale, 
especially in the manufacturing district^ is rapidly becom¬ 
ing more advantageous. In fact, wp have ascertained that 
a tcotton mill containing 10,000 throstle spindles can be 
worked with a capital of 20,000f., whereas a mill with 
•5,000 spindles requires a capital of not less than ll,000f. 

. It was remarked in the last chapter that the extent of 
the demand places a limit upon the division of labour. 
But the extent of the demand influences in a much more 
decided manner the scale on which the production of any 
commodity can be carried on. A very serious loss would 
be incurred if the demand for any commodity was not 
sufficient to take off all that might be produced by the 
machinery and plant erected for its manufacture. Ma¬ 
chinery when unemployed is capital lying idle, and the 
workmen when thrown out of employment could only 
be kept together by paying them some portion of theii 
‘wages. This would represent an unproductive employ¬ 
ment of capital, but if the labourers were not thus kepf 
together, when work waS resumed new and untrained 
hands would have to be employed. Machinery also, is 
kept idle, frequently suffers great injury. The fluctuatior 
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p the demand, when it is small, is comparatively much 
atep than when the demand is large. 

Even if production on a large scale is very advan- 
,geous, production on a small scale, may still be very 
^uch practised. Let us again use our previous example, 
d suppose that a cotton mill containing 20,000 spindles 
» be worked at a much cheaper rate than one containing 
,000; but a capital of nearly 40,000/. may perhaps be 
►quired to work a mill with 20,000 spindles, whereas 
capital not much exceeding 11,000/. would probably 
iiffice for a mill with 5,000 spindles. The number of 
pdividuals who possess a capital of 40,000/., and who 
Ire willing to invest it in a cotton mill, is very liinitecf, 
»nd therefore there can only be a limited nurrwbei; of 
nills with 20,000 spindle.s. These mills jnay not suffice 
b spin all the cottoi\ for which there is a demand, and 
therefore other and smaller mills must be worked. It is 
iruc that the small mills could not remain open if they 
had to compete with an unlimited number of large mills; 
out as the number of these .is virtually ’restricted, the 
jmall mills may be still worked at an advantage, although 
|he profits obtained by tl^ese mills may fall far short of 
^e profits obtained by the larger ones. Large capitals 
nus obtain an advantage, and possess as it were a m«- 
opoly; we shall treat this subject at considerable length 
1 our chapters on profits. 

It may naturally be supposed fhat, in a wealthy, 
ountry like England, production on a large scale when 
dvantageous will never be restricted by the causes to 
diich we have just .alluded, for it may be said that if 
he individuals who have sufficipiit capital to work large 
aills are limited in number, there will be no difficulty in 
uthering together the requisite capital by means of joint- 
tock coinpapies, and that such companies will avail them- 
elves of the advantages ^f a large production, and thus 
Irive the small producers out of the market. But joint- 
tock companies labour under many difficulties; and al-1 
hough they secure the advantages of producing on a large* 
icale, yet in many indqstrial occupations, joint-stock com- 
lanies cannot compete wth the* energy of the individual 
irader or manufacturer. With one or two exceptions there 
ure no individuals who have capital enough for the con- 
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stniction and maintenance of such works as railways, docks 
and canals; and therefore such undertakings must be 
carried out by joint-stock companies. But if a jomt-stock 
company conducts, some ordinary business, it is often 
placed in a comparatively disadvantageous position, be¬ 
cause the energy and watchfulness are wanting which an 
individual exercises when a business is his own. If com¬ 
petition is active, a business cannot be successful unless 
all its operations are conducted with energy, and unless 
economy is secured by constant vigilance. In a joint- 
stock company all depends upon the manager or agent. 
The individud shareholders are not sufficiently interested 
to take any part in the management of the concern. Men 
can, very rarely be found who arc as careful with other, 
people’s property as they would be with their own. The 
manager of a company may do nothing which is in the 
slightest degree dishonest; it may be impossible to single 
out any particular instance in which he has neglected to 
do his duty, yet the position in which he is placed will not 
probably call forth those gualities which not only dis¬ 
tinguish the good man of business, but which also cause 
the success of commercial undertakings. If however the 
manager is partly remunerated by a share of the profits 
realised, he will no doubt be stimulated to much greater 
exertion; ‘in fact he will be nyide to feel £hc same kind of 
interest in the success of the business as if it were his own, 
and many of the disadvantages to which we have just 
referred as impeding the success of joint-stock companies 
will be removed Joint-stock trading companies have 
freiiuently failed, because those concerned in their manage¬ 
ment have not a sufficieptly strong pecuniary interest in 
their success. There can be no doubt that individual 
employers suffer most sesious losses from the listlessness 
and apathy of their workmen, although sueh employers 
have the strongest motives to prevent neglect of work by 
their labourers; the losses however which are thus in¬ 
curred will be still more serious in the case of a trading 
‘company, when the labourers are only watched by a 
manager, who is comparatively uninterested. A joint- 
stock trading company Vould even be more benefited 
than the individual trader, by adopting some course, if* 
it were practicable, which would give the labourers a 
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|)ecuuiary interest in their work, for in this manner the 
hnergy and skill of the workmen might \<'ith greater cer¬ 
tainty be secured. Joint-stock companies have always 
experienced the greatest obstacles in. retail trades, where 
the transactions are numerous and small. The petty 
details of such businesses seem particularly to require the 
energy of individual management. 

The cooperative stores, however, which have assumed 
so much prominence all over the country, especially in 
London and in the north of England, arc joint-stock com¬ 
panies ; the capital is supplied by a large number of share¬ 
holders. Yet these societies have engaged with the rnosjt, 
remarkable success in the ordinary retail trades, conducted 
by grocers, drapers, clieniists, wine-merchants, c(»l-mer- 
chants, bakers, butchers, &e. The succe.ss of these societies 
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not only proves that the disadx’antages of the joint-stock 
pystem have been much e.xaggerated, but also indiciites 
flow the most prominent of these disadvantages may be 
Bvercome. The prosperity of tlu! coo|)cTalive stores is 
»robably mainly due to the w ejidy-money* system which 
Ihey invariably adopt; the sipallest sum is consfii|uently 
hever lost in bad ^ebts. 

• It is in every respccit advantageous to a country, that 
the joint-stock system should be encouraged; it greatly 
promotes the production of jvealtli. .Small capiffiils which, 
if separately applied, would do little towards the pro¬ 
duction of wealth, are brought together by joint-stock, 
companies, and accomplish industrial works of the utmost 
importance. A thousiind individuals who have saved lOOi, 
each, may not have, the time, capacity, or inclination 
themselves to employ the money,in any business. If each 
of these individuals subscribed his lOOZ. to one common 
fund, a capital would be created* sufficient to work a large 
Manchester jnanufactory; they would become proprietors 
and promoters of a gre^ commercial concern, annually 
producing a large amount of wealth, and annually employ¬ 
ing many hundreds of labourers. 

The relative advantages of largo and smal| farming have' 
long been one of the most controverted points connected 
with the subject of this chapter. * In England, agriculture 
jhas no doubt, within the last few years, been conducted 
on a much larger scale than formerly. In the best culti- 
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vated districts of England, each farmer generally rents nc 
less than three or four hundred acres. In many parishe 
the land which is now cultivated by one or two farmer 
was, within the memory of those who are still living, pat 
colled into twenty or thirty dLstinct holdings. We wil 
first point out some of the obvious advantages which aris 
from large farming. The extended use of agriculture 
machinery has been a prominent feature of that grea 
improvement in the cultivation of the soil which has take; 
place during the present century. Forty or fifty year 
since the greater portion pf the corn grown in this countr; 
was thrashed by the flail; now steam-thrashing machine 
are used in every district, and the flail has been almos 
banished; even agricultural labourers rejoice in the change 
and confess that they would most reluctantly resume th' 
use of the flail; the young men of the present day woiih 
probably not submit to such monotonous work. Stean 
cultivation is each year rapidly extending. A mud 
greater proportion of the famver’s capital is consequentb 
now invested in machinery 4;han formerly. A good steam 
thrashiiJg machine costs nearly 400i.; small farmers canno 
afford to avail themselves of all this improved and expen 
sive machinery. Not only can tl\ey not afford it, but } 
steam-thrashing machine recpiires for its working some 
thing mote than the resources which a small farm cai 
supply; its working must be attended to by eight or tei 
men; the corn is taken from the .stack by two men, anothei 
man has to feed the machine with com; the engine mus 
have an engineer; the straw must be carried away by on< 
man, and stacked by another; anather man must tak( 
the grain from the macljine, and another again will hav< 
to carry water to the engine. It is true that a great manj 
even of the large farmer# do not now own, but hire, th( 
steam-thrashing machines which they use; isuch a plan 
however, is extremely unecononpcal. A farmer who hires 
such a machine cannot always obtain it at the exact time 
he may require it; those who let the machine must make 
a profit from^those who hire it, and for several reasons e 
high charge must be paid for th^ use of the machine 
There is the expense 6f taking it from one farm te 
another; it is earning nothing when being so moved, ane; 
the wear and tear caused by efragging it along the roads ii 
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Ifory considerable. But a small farmer who hires such a 
Inachine is xinder still greater disadvantages, for he not 
^lyhas to hire the machine, but must also hire the men 
to work it, since he has not enough men in his own em¬ 
ployment. Men who are hired in this irregular way must 
be paid more than the ordinary laboiner, whose cmplov- 
ment is constant, for they have to sacrifice much time in 
Roving from place to place in (piost of this irregular em¬ 
ployment. Such a farmer will not be able to thrash his 
corn at the time most convenient to him ; he must thrash 
it when he can get the engine apd hire the men. 

Small fanning generally involvc's small fields; these fields 
will be .surrounded by hedges, and must be approached by 
roads, and thus a great deal of land is wasted; the .dis¬ 
advantage of small fields will bo greatly increased when 
steam cultivation is introduced. The steam plough re¬ 
quires considerable breadth of land ufion which to work ; 
at ('very turn that the plough makes, time is lost; after 
the centre of the field has been ploughed, the headlands 
will remain to be plougheci separately; * the labour of 
moving tin engine from field to field is considerable; 
Quch time may thus wasted, and ni fact it has been 
lalculated that a stcani cultivator would ])lough a square 
Id of ten acres in half the time occupied in })loughiug 
,wo fields of five ac.res ea(;h, and at two-thiids of the 
3xpense. 

Many kinds of labour on a smalT farm are less pro-, 
klnctive than on a large one. Thus a flock of 400 shecii 
peijuires nearly as many shepherds as a flock of 800. 
jEach farm has a carter, whether th(! farm is 800 acres, 
or GOO acres. Again, much o^ the time and energy of 
a small fanner is frequently wasted, for ho would often hi? 
able to superintend his farm (juite as well if it were larger. 

These and many other considerations show thlit large 
farming now possesses advantages over small farming, and 
that these advantages are destined to become more decided 
as the use of agricultural machinery is extended. Under 
larjge farming, labour can be made to work with greater* 
efficiency; capital can .be applied with greater (iffect, the 
most complete machiiiery can be used, h'ss land will be 
wasted in useless hedges, and thus large farming tends to 
■make labour and capital more efficient. 
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The advantages which have been here attributed to 
large farming mainly refer to the cultivation of com and 
the breeding of sheep. In the growth of various other 
products, and especially in dairy farming, many most im¬ 
portant advantages are associated with small farming. A 
traveller on the continent must have remarked that the 
vine, and other such products which require great care, it 
may be almost said tenderness, in their cultivation, are 
most frequently grown by small farmers; the reason of 
this is, that the cultivation of products requiring such 
watchfulness and skill coujd not be trusted to the carele.ss 
apathy which so frequently characteri;?e8 the hired la¬ 
bourer. It is seldom that anyone but a mother will 
besf;pwvthe tender care an infant needs, and the vine will 
be seldom properly cultivated except by one who has that 
interest in it which can alone be derived from the feeling 
of ownership. Even in England there is a similar advan¬ 
tage associated with .small farming; for all the operations 
of a small farm may be attended by the interested watch¬ 
fulness of the farmer himsoJf, and this advantage is more 
prominently shown in those ^farming operations which re¬ 
quire great care. A dairy, for instance, needs a constant 
attention which the large farmers qf the present day have 
net time or inclination to bestow; hence, if there is a dairy 
attached ft) a com or sheep fe.rm, the large farmer will 
generally underlet his dairy; the farmer supplies all the 
Tood for his cows, au3 the penson to whom the dairy is let 
has every motive to give liis whole and undivided atten¬ 
tion to those minute details upon which the success of a 
dairy depends. Again, English fanners seldom are willing 
to give the time and attcij.tion which the profitable rearing 
of poultry for the market requires. In France, on the 
contrary, the farmer depends upon his poultry for tio incon- 
.siderable portion of his profits; and the exto»it to which 
this branch of industry is cultiva^ccd is proved by the fact 
that England annually purchases from France eggs to the 
value of more than l,300,000i. 

* The question of large and small fanning is often incor¬ 
rectly confused with the considoreition of small landed 
properties. This subject Vill be discussed in some of the 
succeeding chapters of this work. 
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CHAPTER VTT 

ON THE LAWS WHICH DETERMINE THE INCREASE OF 
PRODUCTK^N. 


W E have iu the two previous chapters discusseij some 
of the causes which detormiue the productiveness 
sf land, labour, and capital; we have shown, for instance, 
how the productiveness of laud may be increased by good 
systems of farming, and how the efficiency of labour and 
mpital may be promoted by machinery and by a proper 
3ombination of labour. But it the land, labour, and capi¬ 
tal of a country are in the most efficient state of produc¬ 
tiveness, the prodijction of wealth can only be increased 
by increasing cither the land, labour, or capital; for if, 
)vhen the land in cultivation is in the highest state qf 
tillage, more produce from J^he land is required, it must 
pe obtained by bringing a greater area* of land under 
iniltivation. Again, if all the labour Vhich is employed 
is in the highest state of efficiency, a greater (piantity 
of wealth cannot be produced unless the labour of the 
country is in some w'ay increased; similarly, if the c<apital 
existing in a country is applied t^ the greatest advantage, 
and if it supports the greatest number of labourers it 
is capable of doing, more labqur cannot be employed, 
and as a coasequence more wealth cannot be pibducod, 
unless the capital of tljp country is in some way in¬ 
creased. Hence the laws which separately regulate the 
increase of land, labour, and capital, are the laws which 
combine to determine the increased production of wealth. 
We therefore intend ip this chapter to discuss the laws 
on which depend the iherease df land and labour ; the 
next chapter will be devoted to a consideration of the 
laws which determine the increase of c.apital; and there- 
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fore the two chapters will complete our investigations ct( '' 
ceriiing the laws which combine to regulate the iricreiti,=. 
production of wealth. 

The area of each, country is limited, but, nevertheless, 
each country possesses much land which is not cultivated. 
It would, therefore, seem that, as far as the production of 
wealth is concerned, each country has the power of increas¬ 
ing the area of its cultivated land. But land sometimes 
remains uncultivated because it will not pay the expense 
of cultivation; if this is so, it would appear that the area 
of cultivaticn cannot be,extended, because no individual 
would be willing to cultivate land at a loss. In explaining 
what will take place under such circumstances, wo shall 
introduce to our readers some of the considerations upon 
which depends the theory of rent, a theory perhaps the 
most important in the whole range of economic science. 

As a general rule, that land which is uncultivated 
remains in this condition because it will not pay to be 
cultivated. Whenever, therefore, fresh land is brought into 
cultivation we’must suppose that something has occurred 
which will cause the land to pay for cultivation better 
than it did before. AgriciTltural improvements have fre¬ 
quently enabled land which was before unproductive to 
p,p.y a considerable rent. Thu.s, the present fertility of 
Norfolk is in a great measurq due to the introduction of 
the turnip; thi» root enabled large flocks of sheep to be 
kept, which have fertilised what was before a poor soil. 
Much of the rich fen. land of the Isle of Ely, which now 
! yields a high rent, was fifty years since a worthless marsh. 

I In these cases the productiveness ,pf the laud has been 
I increased by special improvements. Cases, however, have 
, frequently occurred, where more land is brought under 
. cultivation, not in consequence of agricultural improve-' 
ments, ‘but because there is a greater deipand for the 
produce which is raised from th^ land. If the population 
of a country increases, its people will reejuire a greater 
quantity of food; and this food must, in the absence of 
'foreign importation, be obtained either by making the land 
which is alreddy in cultivation njore productive, or by 
extending the area of cultivatiofi. If at the time this 
increased demand for food arises there are no particular 
agricultural improvements to be suggested, the enlarged 
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demand must be supplied by cultivating more laud; but book i- 
as this land did not previously pay for cultivation, and > . 

as it would not now be cultivated if it did not pay for 
cultivation, it follows that the value^ of agricultural pro¬ 
duce must rise in order that the farmer may realise an 
adequate amount of profit. Since land previously untilled 
is now supposed to be cultivated, the production of wealth, 
as we have before remarked, is increased in consetiuence 
of the greater demand which has taken pkice for food. 

It is not alone the land thus brought into cultivation 
which is made more productive, but all the land of the 
country becomes more productive, of wealth ; for although 
there is not a greater quantity of j)roduce raised frofn 
it, yet the value of the produce is enhanced by^the in¬ 
creased demand for food. All the effects hero attributed 
to an increase of population are strikingly exemplified in 
the progress of a prosperous colony. No one can doubt 
that many of the great natural pastures of Australia, 
which now pay scarcely any rent, will in the course of 
time be cultivated and repfed as valmddij agricultural 
land. Within the last few years the area of cultwation in 
Australia has rapidly extende*d. From 1851 to 1861 the , 
population of Victoria increased from 80,000 to 500,000 ; 
in 1886 it was more than 1,000,000. The increased quijn- 
tity of food which is now cpnsumed in Victoria»has caused 
more land to be brought into cultivation; the value of 
agricultural produce must consequently have risen, be¬ 
cause land which is in cultivation now would not have 
repaid its cultivators when the population of Victoria 
was so very much Sijnaller. 

Although it has thus been shown that the value of An the 
agricultural produce must rise when the demand of a f 
larger population causes mor^ laud to be brought under 
cultivation* yet it will assist the reader, if the^ primary productive 
causes are explained upqjx which this rise in value depends. 

Every country possesses land which varies greatly in pro¬ 
ductiveness. In estimating the productiveness of any par¬ 
ticular land it is necessary not only to consider the fertility 
of its soil but also it^ accessibility, or, in bthcr words, its 
convenience of situatidh. Some of the most fertile land in 
the world is so remote from any population which requires 
its oroduce, that its cultivation would prove unremuuera- 
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tive, and therefore it may be regarded aa unproductive of 
wealth. Confusion frequently arises because a productive 
soil and a fertile soil are regarded as synonymous expres¬ 
sions. In an econpmic treatise, however, it must be 
always carefully remembered that not only fertility but 
also convenience of situation are included when the term 
‘ productive ’ is applied to land. 

Bearing these remarks in mind, it is evident that the 
I productiveness of land varies inversely with the quantity 
I of labour and capital required not only to raise a certain 
i amount of produce, but also to bring the produce to the 
! situation where it is required. The most fertile land, if 
I extremely remote from the population which is willing to 
! purchase its produce, is frequently unproductive, because 
; of the great expense which cost of carriage would involve. 

I As population increases, unless the additional food re- 
j quired can be obtained either by foreign importation or 
i by improved agriculture, the area of cultivation is ex- 
I tended, and less productive soils must be resorted to; or, 
j in other words, land is gradually brought into cultivation 
! which does not return so much for the labour and capital 
j expended upon it, as land which was previously cultivated, 
j Hence the production of wealth cannot be indefinitely in- 
j cnjased, because the returns to labour and capital diminish, 

! as it becomes necessary to resort to leas productive land, 
i This principle forms the basis of Ricardo’s theory of Rent, 
or as it is sometimes‘called, the theory of diminishing pro- 
auctiveness. 

The proposition just enunciated suggests an obstacle 
which more or less impedes the continual increase in the 
production of wealth. Tlje reader, for several reasons, 
finds it difficult adequately to appreciate the magnitude of 
the impediment which in many countries is thus placed 
upon thd" production of wealth. It will be n&sessary fre¬ 
quently to recur to this subject; p few more remarks may, 
however, bo here made upon it with advantage. It may 
be thought that although leas productive land requires 
more labour and capital, yet the general value of agri¬ 
cultural produce will be but slightly affected. For it may 
be urged that the productiveness of the land which was 
previously cultivated will not in any way be diminished, 
on account of the more expensive culture required by 
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Pe less productive land, which is now resorted to. A por- i- 

aon only of the produce which is raised from the land will , ch- 
•equire a greater outlay of labour and capital, the produc- 
aveness of all the remaining land will, be unchanged, and 
lence it may be argued that no .serioiis impediment can 
ae caused to the production of wealth. We must repeat, 
ihat when an increased demand for food brings less pro- 
iuctive land into cultivation, this food is obtained at a 
greater cost of labour and cajtital, and therefore food 
aecomes more expensive. But the value of wheat of the 
5ame quality does not vary, when brought to market, 
because one sack of wheat has becui produced at a greater 
:;ost than another; of course this is a matter of no considcra- 
don to the purchaser, but simply to the growem of.whyat. 

If, therefore, it is necessary that the price- of wheat should 
rise, in order to make the cidtivation of inferior land 
remunerative, the price of all the wheat grown must rise 
in a similar maniuir, and food consecpicjitly bi'c.omcis more 
expensive. If by these; causes the piacc of wheat is raised, 
it is manifest that the farmers who eidtuate tlu; more 
productive land must derive great advantage, 4)eeause 
the produce whicl\ they obtain does not re(piir(; more la¬ 
bour and capital, and yet its price is materially increased. 

The farmers, however, <!annot in th<; long run appropriaU; 
this advantage ^o th(;mselvus, as thi; landlords s(Scur(- it in 
the form of incr(;ased rent. A further discussion on this 
jarauch of the subject would involve an explanation of the; 

Ihoory of rent; and this theory does not |)roperly belong 
to the production, but to the distribution of wealth. 

The important proftosition we wish to establish concern¬ 
ing the production ol' wealth is Jhat an inen-ased demand 
for food has a tendency to make food more t;xpensive, and 
as such an increased dcunand is almost always caused by 
an increaseA population, we may (-nunciate the jTrinciple 
thus: that as population jidvances, food has a tendency to PoliUcai 
become more expen.sivc. In the enunciation of this prin- eeommj 
ciple, we have employed the word tendency. We believe \hVtevl<‘n- 
that an example may be thus afforded, which will illustrate' cy of cer- 
the great importance pf enunciating alruosJ all the prin- 
ciples of political economy, as eSei’ting tendencies, rather ' 

than as producing immediate results. This has not boon umI imme- 
sufficiently^ recognised, and consequently the progress of 




76 


Manual of Political Economy. 


BOOK 1. 
OH. vn. 


Why the 
price of 
wheat has 
not risen m 
Knyland. 


political economy has been greatly retarded, and much 
prejudice and incredulity have been raised in the minds of 
practical men towards the conclusions of this science. In 
mathematics a force is measured by the effects which it 
has a tendency to produce, i.e. which it would produce if 
not counteracted by other forces. The force of gravity is 
estimated by the space through which the body would fall 
in a second of time, if it was acted upon by no other 
force; this space is sixteen feet; all bodies, however, do not 
so move, although every particle of matter is acted on by 
the same force of gravity., A feather floating in the air is 
attracted by the force of gravity, and yet it does not fall 
through sixteen feet in a second of time; the feather does 
not fall through this space, because its downward motion 
is retarded by the resistance of the air. Although the 
force of gravity is thus partly counteracted, it is not 
cither destroyed or rendered nugatory; its effects may 
appear to be different, but the force of gravity always 
exerts a tendency, whether the tendency be counteracted 
or not, to make a body m(jve through sixteen feet in a 
second of time. It would be very unreasonable to assert 
that the theory of mechanici was erroneous, because other 
forces intervene and modify the effects attributed to the 
action of a certain force. The distrust which is sometimes 
shown towards the principle^ of politi6al economy is 
equally unreasonable; these principles attribute certain 
effects to certain caUses, but the effects will be altered, if 
'the causes are modified; these causes, like the forces in 
mechanics, are often affected in their operation by many 
disturbing agencies. For instance, the principle has been 
enunciated that the tendency of the increased demand of 
an advancing population is to make food more expensive. 
Political economy however.is not in error, because circum¬ 
stances vnay occur which will counteract this tendency; 
we are all aware that this tendeijcy towards higher prices 
has been and may be again counteracted; that agricultural 
improvements, for instance, have often been introduced, 
‘which have enabled the increased wants of a larger popu¬ 
lation to be supplied without any i^se in the price of food. 
The population of the United Kingflom increased 8,000,000 
between 1841 and 1881, and yet the price of wheat was 
lower in 1881 than in 1841; but this fact does not falsify 
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|ke principle above enunciated. The circumstances which 
lave prevented a rise in the price of wheat are patent 
io all. Before 1848, wc were in a great degree restricted 
;o our own soil for our supplies of.com. I'low we an*, 
reely permitted to purchase wheat from any country 
vhich oifers it for sale. As many as fifteen million 
quarters of wheat are often imported in one year; and as 
the means of communication improve, the area from which 
sve draw our supplies is constant!}' extended; tlms wheat 
is now sent in considerable quantities to England from 
California and Australia, and eyen such a remote region 
as the Punjab exports wheat to ns. 'i’ho influence there¬ 
fore of free trade and improved means of transit has 
been analogous to that which would have been pxorted 
if a tract of fertile land had been added to the culti¬ 
vable area of this island. Sup[)osc. that, in consequence 
of the great abundance of fi;rtilc land in the valley of 
the Mississippi, wheat grown thtire could be sold in our 
markets at a less price than would adei]uatcly remunorat(i 
the English agriculturist if hckgrisw wheat*ou many of the 
less productive soils in Euglg,nd. Under these • circum¬ 
stances the valley of the Mis,si8sippi w'ould, as far as the 
supply of wheat is concerned, serve England the same 
purpose as if a tract of fe.rtilc land could be added to Iv-’r 
shores. We are quite rettfly to admit, that the effects 
attributed by political economy to one particular cause, 
seldom occur with strict exaetne.H8; suth perfect conformity, 
could not take place unle.ss the cause acted alone, and this 
is very rarely the case; the practical iitility of political 
economy however is mot for this reason le.sseuod, for the 
science demonstrates that ccrtayi results must ensue, if a 
counteracting influence does not come into action. We 
will illustrate our meaning by, referring to an argument, 
which we balieve is unanswerable when urged in* support 
of free trade. The popylation of England is advancing; 
if we are restricted to our own soil for supplies, then food 
will be obtained at a greater cost of labour and capital, 
and food must ultimately become much dearer. It there^ 
fore becomes most injportant that the fertile soil of the 
whole world should, as* far as possible, be made available 
to supply us with the produce we may require. 

We must next consider how the production of wealth liwrcMein 
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is affected by an increase in the amount of labonr' -or, 
in other wonJs, by an increase in the number of the 
labouring population. Labour is increased when it is 
made mortj efficienlj. If a machine is introduced which 
enables one labourer to do the work of six, of course the 
amount of labour in the country is augmented, but this in¬ 
crease is due to improvement in the efficiency of labour, 
a subject which was considered in the last chapter. Wo 
must here, therefore, restrict ourselves to a discussion of the 
consequences which result, when an increase in the num¬ 
ber of the labouring popylatioti causes more wealth to be 
produced. If a greater quantity of any commodity is re- 
(|uircd, a greater number of labourers must be employed, 
unless fomc industrial improvements are introduced. Su}>- 
pose, for instance, there suddenly arose a very active de¬ 
mand for English cottons in China; a much greater number 
of labourers would soon be engagtid in cotton manufiictories. 
It may be asked. How is the increased number of labourers 
to be obtaincid ? Surplus hands will be drawn from other 
employments, find emigration will be checked, if there is 
a great demand for labour. If the demand for additional 
labour continues, an increase of population will be power¬ 
fully stimulated, and the labour required will ultimately 
bf supplied principally from this source. It is important 
to point omt in what manner ^n increase of population is 
promoted by an active demand for labour. 

Labour is in deiiflmd when trade is good; then wages 
are high, and the labourers are prosperous. It is found 
that the number of marriages amongst the poorer cla&ses 
is greater when the labourers are ^rrosperous. There is 
no surer test of the prosperity of the labouring cliwjs 
than the low price of bread, and there are few statisti¬ 
cal facts better substantiated than that the marriages 
amongst the labouring ckiss increase with th« fall in the 
price of bread. It may be reasonably assumed that wages 
are high when trade is good. But from what source arc 
these higher wages supplied ? It must be from the capital 
t»f the country, because this is the fund from which the 
labourers’ wages are provided; tjje circulating capital 
employed in any trade or "manufacture must be increased 
if the labourers engaged in it receive higher wages. It 
may be here remarked, that when a trade is active, the 
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rofite are high, and thus a great inducement is offered i 
) those engaged as employers in the trade, not only! 
) save more, but to apply a greater amount of capital! 
) their business; this additional capital is either bor -' 
)wed or is withdrawn from other investments. But now,; 
aving pointed out some of the sources from which an 
icreased number of labourers will be obtained, we have 
ext to consider how this increased jwpulation will be 
sd. Reference has just been made to some of the 
jurces from which the additional wages paid to the la- 
ourers will be supplied when ,an active trade causes a 
reater demand for labour. Let us suppose, therefore, 
hat when the labouring population has increased, thh 
irculating capital of the country has been proportionally 
ugmented; but if there is a larger population, more 
)od will be required, and the im))ortaiit (jiuistion arises: 
Juder what conditions is this food to be obtained ? In 
uswering this question wo avail ourselves of that prin- 
iple which has been stated in the (list ])art of this 
hapter, namely, that there is a tendeiu’y for food to 
)ecome more expensive, as the demand for it increases, 
)ecau8e less j)roductive laud irtay have to he is^sorted to, 
he returns from which are not so large in proportion to 
he labour and capital expimdcd upon it. , 

The productilm of an increased quantity of wealth re- 
juircs a greater number of labouiers, and wlmn the 
abouring population is thus augmentfd, food will become 
noro expensive, unless the additional food required can 
)e obtained eitber by agricvdtural improvements, or can j 
)o imported at a ct^nparativcly cheap rate from <»ther 
!ouutrics. All that wc have here stated is strikingly 
sxemplilied by the events which have oixmrred within the 
ast few years. I’hc trade of tlje country, although it has 
)een sometijjies checked by periods of depression,*haa ad¬ 
vanced with striking rapidity, and the number of labourers 
low engaged in the manufacturing industry of this country 
rreatly exceeds the number employed twenty years since. 
The capital invested in our manufactures has even' 
advanced more rapidly than the increase ’of population. 
Jlot only are there mor6 labourers, but the wages of these 
labourers have risen very decidedly within the last few 
/ears. Two causes, therefore, have combined to increase 
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BOOK I. the demand for food, namely, a larger population and a 
better paid labouring class. But it may be said, political 
economy would predict that, in consequence of such a de¬ 
mand, all food will become more expensive; and yet bread 
is cheaper. But as previously remarked, we have now the 
whole world from which to obtain our supplies of wheat, 
and the cost of carrying wheat from one country to an¬ 
other is comparatively small. There has, however, been a 
most decided rise in the value of those articles of food 
which we cannot with such facility obtain from other 
countries. For instance, it is so mueh more difficult 
and expensive to import meat than corn that, although 
\vheat is at the present time cheap and meat dear, 
more than one half of the wheat we consume is im¬ 
ported, whereas only about 20 per cent, of the fresh meat 
we consume is imported’. The rise in the price of meat 
which has taken place during the last few years must con¬ 
tinue with the increase of population, unless by the conver¬ 
sion of corn land into pasture more meat is produced in 
England, or uiiless some means are discovered of improving 
the present methods of importing fresh meat“. Since, there¬ 
fore, we are to a much greater extent restricted to our 
own soil for meat and dairy produce, importation has 
pot been able to counteract that rise in the price of 
these articles, which according to political economy, must 
accompany the increased consumption of a more nume¬ 
rous and better paid labouring class; the result has been 
that meat and dairy produce have become fifty or sixty 
per cent, more expensive within the last thirty or forty 

.* 

' In 1876, Mr James Howard, in a paper read at the Farmers’ Club, 
estimated our aggregate meat supply from abroad at 17 per cent.; [ho 
now estimates it (March, 1888) at 23 per cent., or 26 lbs. per head each ’ 
year for the whole population]. 

“■[The importation of fresh meat from abroad is a branch of trade 
that is rapidly increasing. The impoB*ation of the tinned preserved 
meats is falling off, but the importation of fresh beef, mutton, pork and 
other meats, exclusive of bacon and ham, increased from 1,184,289 cwts. 
,in 1882 to 2,064,261 cwts. in 1886. Good fresh Australian mutton can 
now be bought ii{ most large towns at prices varying, according to the 
joint selected, from 6d. to 7^4. a lb. j Amei;ioan beef ranges from 5d. to 
9id. a lb. Although home grown fresh meat still maintains a consider¬ 
ably higher price, yet there is no doubt that the importation just re-' 
ferred to has prevented the price of home grown meat advancing as 
rapidly as it otherwise would have done.] 
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furs. In all probability the labouring population will for 1 
iny years continue to increase; every year therefore a 
eater quantity of food will be consumed in this country; 
e mode in which this increased supply of food will be 
itained must mainly determine what will bo the future 
ndition of our labouring population. If the opening of 
iw sources of foreign su])ply and the introduction of agri- 
Itural improvements should imabte an incrca.sed quantity 
food to be procured without any advance in its vnluc, 
en a larger population may bo maintained in an im- 
ovod material condition. If on the otlicr hand foreign 
iportations and agricultural improvemimts should not 
:ert a sufficiently powerful influence to check a rise in* 
e value of food, as the demand for it increases, j(or^ in 
her words, if resort must be had to less productive soils 
order to supply the wants of an increasing population), 
en the condition of the labouring population will gradu- 
ly but sioadily deteriorate'. 
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1 1^ the preceding chapter we have remarked upon some 
of the more prominent conditions which determine the 
increased production of wealth, as far as it depends upon 
an increase of the cultivated laud, and upon an increase 
in the number of the labouring population. But larger 
production also requires an iucrease of capital. It must 
be evident from the remarks we have made upon capital, 
that an increase of capital is as essential to a larger pro¬ 
duction of wealth as an increase of land and labour. If 
land, for instance, is more highly cultivated, additional 
oapital must be applied to it: and new land cannot be 
brought * under cultivation .without the application of 
capital to it. If more labourers are employed, a larger 
fund, in the form o'f circulating capital, must be devoted to 
pay their wages. Improvements in the various processes of 
industry cannot be introduced without the expenditure of 
capital. Machinery, warehouses, manufactories, railroads, 
ships, all such industrial appliances as these, exhibit the 
various modes in which the fixed capital of a nation assists 
her industry. . 

It has been previously asserted as a fundamental pro¬ 
position, that capital, whether ,lixed or circulating, is the 
result of saving. Increased capital, therefore, implies 
increased saving; and hence the laws may be determined 
which regulate the increase of capital by considering the 
causes upon which depends the increased saving or accu¬ 
mulation of wealth. 'Hiere are two principal motives 
which induce men to save; and these are, first, a prudent 
foresight with regard to the future; and, secondly, a desire 
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pihake wealth by an advantageous investment. The first 
btive is by far the more powerful. To its action has been 
le the greater part of all wealth which has been saved, 
ut the second motive is the chief cau^e of fluctuations in 
le amount of a nation’s capital. Whether the amount 
’ capital at any time existing in the country is above 
’ below the average is almost entirely determined by 
le profit which it may be thought capital will realise, 
his profit may be estimated by the current rate of 
iterest. But in political economy, as in many other 
dences, the causes which produqe the disturbing fluctua- 
ons require a more careful investigation than those causes 
hose action is more constant and more undeviating* 
he earth when revolving in its orbit is acted on by a gipat 
umber of forces. It is attracted by every body in the 
lanetary system, yet these forces combined are almost 
nmeasurably inferior to the force of attraction which is 
sorted by the sun. Most important mathematical in- 
estigations, however, depend upon the action of these 
isturbing forces. Similarly, dn p<fiitical ‘economy, thi‘ 
Ifects of the more constant janses can be readfly esti- 
»ated; but causei^ more varying in their smtion introduce 
uctuations and disturbances which must be investigated 
ad classified by the scientific principles of political eco 
omy. • • 

As civilisation advances the desire to accumulate wealth 
icreases, and foresight for the future becomes more 
eiieral. The more men’s intellectual and moral faculties 
re developed, the more careful will they be to make a 
Basonable provision far the future. The Jesuit mission- 
ries, who a century since formed a settlement in Para- 
uay, found the great difficulty they had to contend with 
ras the utter recklessness of the.peoplc. The missionaries 
ave them seed. They knew that this seed would, if 
own, in a few months yi^eld them a plentiful supply of 
ood, yet they could not be restrained from eating the 
eed instead of sowing it; the smallest present enjoyment 
T'as by them preferred to the greatest prospective advan- 
age. People in sucb a condition can be very little 
uperior to the more intelligent Animals, whose hereditoy 
astincts induce them to provide against danger which 
hey may have to encounter. Birds build nests which 
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are most perfectly adapted to protect their young; beavers 
construct their habitations on a plan so admirable that it 
seems almost to rival the skill of man; and even dogs 
collect a store of food to which they will resort when 
pressed by hunger. 

In England the desire to accumulate wealth acts with 
great force amongst certain classes. It is impossible 
accurately to define the causes which regulate the amount 
saved by any individual, but it may be stated generally 
that in England each class of society has a recognised 
standard of living which involves a certain expenditure, 
and the whole of an individual’s income which is in excess 
o‘f this expenditure is usually saved and invested. The 
am 9 unt which is saved is, therefore, partly dependent at 
any particular time upon the material prosperity of the 
country. If activity of trade or any other such circum¬ 
stance should increase the incomes of any particular class, 
there would be a larger fund from which savings might 
be made, and more would be saved. Habit has such a 
.powerful influence in detormining expenditure, that it 
often happens that a man ^oes not spend more, although 
his income may be greatly increa.sed. ^ny circum.stance, 
therefore, which tends to augment the wealth of the nation, 
will induce increased saving. 

It may^ilso be remarked thfit the amount of an indivi¬ 
dual’s expenditure is to some extent determined by the 
.cost of the commo^Iities which he consumes. The con¬ 
sumption of some articles diminishes in proportion to the 
rise which may take place in their price. In Madras, for 
instance, when the salt duties were & few years ago raised 
18 per cent., the result w^ an increase in the revenue of 
only 12 per cent. This proved that the consumption of salt 
was diminished by the increase in its price. It was found 
that when the sugar duties were raised beyojid a certain- 
amount, they did not produce a larger revenue. When the 
price of sugar was high, it ivas much more sparingly used. 
Such articles, however, as tea and bread, are, in this 
country, almost universally regarded as necessaries of life; 
and the quantity of tea and bread jvhich is consumed by 
those claves who accumulate the ^pital of the country, is 
not materially affected by a variation in the price of tho.se 
commodities. If, therefore, bread and tea decline in price. 
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he household expenses of the middle and upper classes book i. 
vill be diminished, and a larger portion of their income v J*”' . 
vill remain to be saved as capital. We mention this as 
ipplying particularly to the middle and upper classes, bc- 
aiuse there is no doubt that our labouring population 
vould gladly consume a greater quantity, oven of the 
)rflinary nece.ssaries of life, had they the means of pur- 
;hasing them. If the price of tea is reduced one-half, the | 
abourers will probably continue to spend upon this art icle i 
w .jiiuch as they had previously done; they would spend ■ 
esjt upon bread if its price was j-educed, but the amount. 1 
ivHIch they thus saved would not, as a general ride, be in- 
/uHt'f**! by the labourers as capital, but would be applied t(j | 
atisfy some of the itiany wants and desires of life, wljich ! 
lusy had not previously the means of gratifying. The j 
afourers ti\erefore are benefited in two distinct ways, by I 
.he cheapening of any article of ordinary consumption. ! 
rhey have, in the first place, to pay less for it when they ; 
pu rchase it, and, secondly, the chea})ening of such a; 

^>iwluct has a tendency to augment the crapital of the ; 
country, by enabling the midiye and uppeu’ classes to in- ; 
crease their savings, and the labourers will rcc('ive higher i 
\vages if capital is increased. I 

We have, however, before remarked, that the fluctuations ; <>/ 

in the amount of capital which is saved, (kq)end*upon the 
nature of the opportunities which present themselves for anmmit 
investment. If the profits which c^n be realised upon .Mviny. 
capital increase, a greater inducement is offered to save, and : 
a larger amount is sure to be saved. From such a source, 
either directly or indirectly, any large increase of capital 
which may be required is mainly supplied. At any par- 
ti<iM.dar time there is a certain interest upon capital which 
peijple expect, and with less they will not be satisfie,d. But, 

X&ywill perhaps be said, what does a capitalist do A^ith his ; 

6^)ital? If he wants 3^-per cent, interest and can only , 
o|»tain 3 per cent., he will not squander it because he is; 

satisfied with so low a rate of interest; will, therefore,^ 

1(M wealth be saved ? Less, no doubt, will be saved, because ^ 
a low rate of interest qjfers less inducement to save; the 
most important point, however, tfl be borne in mind is that 
‘a much smaller portion of the wealth which is saved will 
-flin rfxwim oriimiiiif.rv wllftltli the TiltC 
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BOOK I. of interest is low. England, far more than any other 

CH. Tin, country, offers a striking example of the vast amount of 
Foreiffnin- capital which the people are ready to invest, if a favour- 
vettmentH. opportunity presents itself When the government 

requires a loan, many millions are at once subscribed, with¬ 
out encroaching in the slightest degree upon either the 
circulating or fixed capital of the country. The loan is 
not altogether supplied from capital which was previously 
unemployed, but England has vast sums invested in almost 
every civilised country. Magnificent as are the tokens of 
England’s wealth which surround us on every side, yet our 
manufactories, our railroads, our mercantile marine will 
not give us an adecpiate idea of England’s riches, unless 
w(^ rejneinber that there arc few countries cither in the 
new or the old world that are not our debtors. Russia, 
Turkey, India, Australia, Canada, the United States, the 
Republics of South America, all have satisfied their state 
necessities, by loans supplied from English capital. But 
it is not only foreign governments who borrow from us; 
a vast number of foreign* speculations have been sup¬ 
ported Hby English capital. ^A considerable number of rail¬ 
roads throughout the world have beeq made by English, 
capital ; the Grand Trunk Railway of Canada has ab¬ 
sorbed 1.5,000,000/. of English capital. The railways, irri¬ 
gation Ni^rks, and roads of India have Been constructed 
by English capital, and some of the richest mines in 
South America ha'Ve been worked by English companies. 
Consequently only a portion of the wealth which is an¬ 
nually accumulated in England is retained to be invested 
in thus country. If, therefore, England requires a greater 
amount of capital to extend any branch of trade or to 
carry out any public work, she can supply an amount 
which is practically unUmited. If, for instance, there' 
were stich an expansion in our cotton manufacture, that 
100,000,000/. of additional capital was required, it would be 
readily obtained, by placing a check upon the investments 
of English capital abroad. The amount of capital, there- 
‘ fore, which is^applied to the production of wealth in this 
country, does not depend so much ^pon the amount which 
is saved, as upon the prt)portion*retained by the country 
itself of all the wealth which is saved. The relative*^ 
amount of English capital which is invested at home and 
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broad is regulated by many considerations, the chief of 
hich is the rate of interest which can be obtained at 
omo compared'to that which can be obtained in foreign 
ountries. We have explained that the English govorn- 
lent may raise large loans without diminishing the 
apital invested in English industry, the loans being 
hielly derived from capital which would otherwise have 
lecn embarked in foreign investments. Vet it must be 
)onie in mind that this remark do(;s not apply to France 
,nd to other countries from which little capital is exported, 
rhus France was congratulated at the close of her war 
vith Germany upon the ea.se witn which she raised succes- 
ive loans, amounting to many hundred millions of pound*, 
.0 defray the expenses of the war and to pay the German 
ndemnity. A portion of the.se vast loans was probably 
iupplied from money which had btxu) hoarded; but a great 
portion of them was no doubt obtaiiusd from capital which 
would otherwise have been re-em])loyed in the production 
of wealth. The war had caused, over a great part of 
France, an almost entire cessation production. Hence, 
as the war proceeded and as trade diiclined, there was a 
large amount of capital which had previously been em¬ 
ployed in productive industry ready at hand to be lent to 
the government to be consumed in war. Even after the 
war was eoncliTded, the indemnity of 200,()00,QD0i. which 
she had to pay to Germany withdrew a large amount of 
capital from France which might hafe been employed in 
reviving the various branches of imlustry which had suf-* 
fered so much during the war. i 

It is important to bear in mind that, with regard to the I 
conditions on which depend the increased production of| 
wealth, England, in many re.spects, offers a direct antithesis | 
to other countries; thus, she pogsessos an almo.st unlimited ! 
capital, but Jias very little fertile land at the present time 
uncultivated. In India tjjie chief requisite for the increased 
production of wealth is increase of capital; whereas in 
newly settled countries which possess an abundant supply 
of unoccupied fertile land, a larger production of wealtlri 
chiefly depends upon (jn increase of labour &nd capital. It 
will be readily perceiifcd that,* contrasting England and 
India, the increased production of wealth will take place 
tm«f fliffftmitit conditions in the two countries. In 
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BOOK r. England capital is readily supplied to assist an increased 
CM. vm. production of wealth. The labourers’ wages will probably 
rise when the industry of the country i^ active. There 
may, however, be one drawback to the benefit which they 
thus derive. As the area of new soil which England can 
bring under cultivation is so limited, the price of many 
articles of food will rise, in consequence of the larger con¬ 
sumption of a more numerous and bettor paid labouring 
class. India, in her present condition, has a most abundant 
supply of labour, and the productiveness of her land might 
be greatly increased if rnorc capital were applied to its 
cultivation; but at the present time there seems little 
chance of this increased application of capital taking place 
unless more capital is obtained from other countries. 

Thus Kny- Pt 18 evident, from the previous remarks, that in 
land wants England the great requi.site for the increased production 
ai^^in7ia’ 0^ Wealth is a large supply of cheap food. This cheap food 
capital. may be obtained either by importation, by agricultural 
improvements, or by extending the area of land cultivated 
in England. Industry canpot be for any length of time 
impeded in this country by any want of labour and capital, 
but in India an increase of capital, both fixed and circu¬ 
lating, is most essential to a larger production of wealth. 
Ages of anarchy have produced a wide-spread feeling of 
insecurity,throughout India. Individuals have been afraid 
to exhibit their wealth, because it would tempt the rapa¬ 
city of those who had the power to pillage their weaker 
' neighbours. A great part of the wealth saved was hoarded, 
and it conso(iuently performed none of the functions of 
capital. Th# owners of property ^It that it was only 
secure when it could be concealed. If they employed 
labourers, they could not feel certain that they would be 
Useful re- able to, retain the results of the labourers’ industry. Hence 
treasonably anticipate one most benqjicent result 
herconLx- England’s rule in India; for her power, in course of 

ion with time, may make every class in India feel that the rights 
England. property are respected. Nothing will more tend to in- 
•crease the capital, and hence the wealth of the country; 
for when seciftity is given to property there is a great 
inducement to save, and the wealth which is saved, instead 
of being hoarded, will be usefully applied as capital to 
I assist the further production of wealth. India is at the 
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esent time, in some degree, deriving this advantage! 
)m England’s rule. But admitting this advantage, it' 
nnot be too carefully borne in mind by those who arc j 
sponsible for the government of India, that the Indian i 
sople ought not to be compelled to'pay too high a price | 
r it. Our administration being necessarily expensive, in ' 
insequence of the high remuneration which Europeans 
ceive in order to induce them to reside in the country, 
^ery care ought to be taken to prevent its being more 
)stly than it need be. 

Although there are so many points of diversity between 
.ngland and India, yet, as previously reiuarkefl, there are 
ther countries whoso economic condition differs unM 
isentially from either that of England or India. The 
lain re(}ui8ite for the increased production of we'alth is, 

I India, an increase of capital, and in England, an in- 
rease of land, or, in other words, an increased supply of 
heap food. In the West India islands, however, there is 
n abundance of land and capital, but a great scarcity of 
ibour. The decline in the i^iuspcrity of tliese islands is, 

II an economic .sense, most instructive. Previous to the 
mancipation of the slaves, tRe West Indies possessed all 
he three requisites of production; their soil was fertile, 
t was owned by English proprietors, who readily supplied 
ill the capital Uhat was reiiuired, and labour wai^ of course, 
lever deficient when .slaves could be freely imported, and 
vhen there was an abundance of m«uey with which to_ 
ourchase them. But the abolition of slavery not only' 
freed the slave, but effectually cheeked the importation of 
labour. Property in nian was declared to b# illegal, and 
therefore no one would resort to the expense of importing 
labour when he had not the pdwer to retain the services 
of the labourers he imported. The emancipated negroes 
of the WeqJ Indies are unwilling to do as muieh work 
as when labour was extorted from them. Degraded by 
their bondage, their .waits are few, and easily satisfied; 
the rich fertility of the tropics supplies them with almost 
all the food they require, with the exertion of very little* 
labour. Why should they, therefore, constantly toil ? They 
have few tastes to graltify, and»few wants to satisfy. No 
pne will laboiur for labour’s sake; the emancipated negroes 
*LTwi well (Ter! almost bv the spontaneous bounty of nature. 
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and they are therefore perfectly contented to live a lazy life 
of repose. The consequence of this is that the production 
of wealth has almost ceased in many parts of the Wes? 
Indies. The land is as fertile as it was before; English 
proprietors would ordy be too glad to supply capital if they 
could find the labourers; but this labour is not forth¬ 
coming ; the emancipated negroes arc unwilling to work 
and the climate is unsuited to European labourers; the 
production of wealth cannot proceed, and estates, which be¬ 
fore 1883 were worth 1 (),()()()/. a year, are now little more 
than a useless burden tq their owners. It is thus quite 
evident that it is impossible for the West Indies to become 
ftiore prosperous without a larger supply of labour. How 
is such a supply of labour to be obtained ? In the first 
place, labourers may be imported; secondly, the population 
of the islands may increase, and the people may become 
more desirous to labour, as their wants become gradually 
enlarged. Let us first consider the importation of labour. 
Labourers may pass from one country to another entirely 
of their own hccord. Large numbers of Chinese have 
emigrated , to Australia because they could earn higher 
wages ill Australia than in China. They have also emi¬ 
grated in large numbers to the United States. Australia 
npver took any steps to encourage their coming; their 
presence is, in fact, so much objected to, that an extreme 
measure has been passed, and a poll-tax of 101. has been 
imposed on every Cliinaman who lands; and, moreover, in 
New South Wales and Victoria the owners of vessels are 
subject to heavy penalties if they bring more than one 
Chinese to every hundred tons of<8hip burden. If the 
Chinese felt that equal advantages were to be secured in 
i the West Indies, no doubt great numbers would emigrate to 
! those islands, and thus supply the labour which is so much 
needed.* It is, however, a singular fact, that i the English, 
1 the Germans, the Scandinavians, and the Chinese are the 
I only people who freely emigrate at the present day*. Now 
; it is quite impossible for Europeans to work in a sugar 
;‘plantation under a tropical sun; if, therefore, the Chinese 
will not resort in the same way to 'the West Indies as 
they have to California and Au^ralia, the West Indies 


: 1 The word English is here used, as in other places in this volume, 

' fitA -tloprtfilK® ftlhiro TirtilhifthTlihftnikH tlhiA TTffif.ftiftd ffeuerallv. 
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mnot depend upon a supply of labour from voluntary 
[nigration. Such emigration as that of the coolies 
innot be regarded as voluntary. A government votes 
certain sum of money to fit out ships which sail to 
le Malay Archipelago. The natives are canvassed to 
migrate, their expenses are paid, and they are promised 
'ork when they arrive at their destination. Large 
umbers of coolies have in this mamier been imported 
0 the Mauritius and the West Indie.s, but the traffics is 
iablo to be abused, and the coolit^s have occasionally 
ndured on their voyage; sufterjiigs which seem to revive 
ome of the horrors of the slave-trade. The coolie-traffic 
an never bo Ccarried on by private emterprise, beciiuf^;, 
f an individual imported cooli(;s, he woidd have up power 
o compel them to work for him in preference to another 
)erson. If such a power were pr^rmith'd, there would cease to 
JO any real distinction between the cooli(;-traffic and slavery. 

I'he negroes of the \Vest Iudi('s are, as w(! before re¬ 
marked, unwilling to work ; and the only hope' of making 
:he people more industrious,,is to stinud.Tte in them new 
desires .and new wants; tho^ will not, oi courses, work as 
long as they are content to obtain little else than the 
food which the islands supply in abun<l:ince. If they be¬ 
come more anxious to have expensive clothing oi' expensiye 
food, which inhy perhaps Jiave to be imported^rom oth(;r 
countries, they will at otico h<ave a motive to work, and 
the West Indies will cease to sufilbr from the present 
great scarcity of labour. England, therefore, offers a 
striking contrast in every respect to the West Indies; 
nothing can exceed, the ceaseless industrial activity of 
the English people. We all of us labour, because there 
is some desire which we wish *to gratify. Our labourers 
are pressed on to continuous .labour by the_ necessity of 
procuring % livelihood. Our climate is rigorous)*, and the 
bounty of nature will :^ot supply us with the means ()f 
supporting life unless we work with energy and with 
constancy. The middle classes are urged on to industrial 
activitjr by the desire to improve their social and material 
condition. 

The economic conaffion of America, as far as the pro¬ 
duction of wealth is concerned, differs in some respects from 
iT—i ommtrieS we have considered. In 
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America, labour is comparatively more scarce than either 
land or capital. We say comparatively more scarce, be¬ 
cause in the West* Indies the scarcity of labour is so great 
that the production of wealth is almost entirely prevented; 

I but this is not the case in America, for in no country has 
the production of wealth advanced with greater rapidity. 
If, however, we compare America with England, we know 
that land is much cheaper in America and labour much 
dearer; and one of the consecpiences of this difference is 
strikingly exemplified by a circumstance which has been 
noticed by almost every tpivoller in America. America is 
ill cultivated compared with England, and her agriculture 
sfppears to be mo.st slovenly; there niu.st be some cause for 
this difference; it cannot be explained by a commonplace 
remark" on difference of race. An agriculturist, who may' 
in England have cultivated his farm like a garden, will, if 
he emigrates to America, find it greatly to his interest to 
adopt a very different system of tillage. The reason of 
this may be best shown by an example. An English 
farmer, hit us* suppose, cultivates a hundred acres of 
land, for. which he pays 200J. a year rent. 200i. a year 
expended in wages on his farm ^1 retuni the farmer a 
fair profit for his capital and his exertion; but he may 
tljink that it will answer his purpose to farm more highly, 
to employ# twice as much labour as befoit. He will be 
remunerated for the additional 200i. which he expends on 
wages, if the increased produce from the farm sufficiently 
’exceed the cost of this extra i|^bour to leave the farmer a 
fair profit on the additional ca^tal he has expended. If 
this is the case, the additional labou 5 will be as profitable 
to the farmer as that which he first employed, but it will 
not be so productive. WRen only 200i. was expended on 
wages, the produce of this Ifibour must have been sufficient 
not only*to return a fair profit upon the amoujit expended 
in wages, but must also have’ be^ sufficient to cover the 
rent. If the additional labour employed diminishes in 
productiveness, it may be said why not apply it to other 
land ? It cannot, however, be applied to equally good land 
without having to pay a rent for the pse of the land; hence, 
up to a certain point, it 4s more Remunerative to apply 
additional labour to the same land, although the labour 
diminishes in productiveness, rather- than to apply the 
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hour to other land for which rent will have to be paid, book i. 
at if good land were extremely plentiful, or if, in other . 

Drds, rents were extremely low as in America, it w'ould 
anifestly be far more pofitable to cultivate fresh land i 
ther than apply additional labour upon land already i 
rder tillage in order to cultivate it more highly. Hence,! 
America much less labour is employe! in the cultivation 
' a certain area of land thiui would be employed upon the 
me area in England, and farming is con,se(|uently more 
oveuly in the fortner than in the lattcir country, because 
the one country land is cheaper than in the other, and 
hour dearer. 

In this and the preceding chapter, we have investigated Cmnpari- 
le laws which regulate the iucrejisci (d' labour, and gaj)\tal, 
id cultivable land. These laws combined, furnish the ‘results 
mditions upon which depends an increase in the prodin^- obtained. 
on of wealth. VVe have atteinjitcd to illustrate the 
lanner in which these laws may be combined, by con- 
dering four countries, England, India, the West Indies, 
fid the United States; and in»each of the.so countries the 
iquisites for an increased production of wealth •assume, 
jlativcly, different degrees of importance. In Englaml, 
n abundant supply of cheap food is required; in India, 
n increase of capital is most essential; and in the Wciit 
ndies, an kicreaso of labouv. In Anuirica the production 
f wealth meets with no serious impediment, for it 
dvances with the most extraordinary rapidity. Yet, in . 
Linerica, there is a comparjtivo scarcity of labour, and an : 
mple supply of productive land. America and England 
ave conferred upon each other the most important mutual 
enefits. Cheap food is essential Jo England’s progress, and 
ur greatest supplies are obtained from America. Cheap 
ibour is the most valuable mft to America, and our 
urplus popuiation, which would become burdensoihc to us 
r there had been no emig|ation, is providing America with 
he labour she so muc4l needs. 

All the more important propositions which concern the 
reduction of wealth have now been considered; this portion 
f our subject will be frequently recurred to, in order that 
he reader may obtain a* firmer ^asp of many of the prin- 
iples here discussed. We now pass on to the next branch 
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H aving considered the prednction of wealth in tlie’ nooK n. 

last book, we now pass, by a natural so(]UCip;(?„ to , 
expound the principles which regulate the distribution of Dhtribu- 
wealth. In some of the remarks on the production of <■'“« <>.f ■ 
wealth, it was necessary to antieipak' th(^ fact that the 
wealth produced is distributed amongst, differ<.'nt classes. 

The wages of the labourers, the profits of the (^a]iitalist, 
and the rent of the laudh^rd, htu'e been spoken of. Alliisioil 
has also been made to some (^f the sources whicfr supply 
the wealth thus (^stributed; for instance-, this nature of 
capital could not be explaiue-d, without showing that the 
capital of the country is the fund from which the wage# 
of .the labourers are supplied, and, thendore, if tin* 
capital increases, the wages paid must iuci ciise. Although 
in this manner, the subject of the distribution of wealth 
been slightly encroached upon, yet nothing has hitherto 
been said in retbrence to the principles which determine 
the relative amounts *)f the shares into which wealth is 
distributed. It, therefore, romaii^s to explain why wages 
are high or low, why profits rise or fall, and why rents in 
one country vary so greatly in a#nount at dittbrent times 
and in different places. This book, therefore, will pfobably 
be more interesting thanjthc last, because in it questions 
will be discussed of tb^greatest practical importance; wo 
shall have occasion to show how wages and profits are 
affected by such combinations as strikes, and^how industry 
is influenced by the different tenures of land which exist 
in different countries; tte subjects discussed will, in fact, 
have equal interest for the philanthropist and the trader; 

^*br remedies will be suggested for alleviating the poverty 

^ F. M. G 
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of the poor; and the causes upon which depend the pros¬ 
perity of trade will be explained. 

Distribution of wealth implies the idea of property. If 
there were no property, or, in other worfs, if no individual 
possessed anything which he could claim as his own, 
there could of course be no distribution of wealth. Every 
one woidd then obtain, either by chance or by force, the 
food and other necessaries which minister to the wants of 
life. It is impossible for property to exist until society 
is organised, for the fundamental idea involved in property 
is this; that those who, own the property possess in it a 
right, which will be enforced by law; but the existence of 
law implies that a people composing a state or a nation 
wijl ejcercise a combined power to make individuals regpi- 
late their conduct according to certain niles termed laws. 
Such combined action constitutes the power of govern¬ 
ment, and the government ceases to exist if it is not able 
to exercise its power and enforce obedience to its laws. 
A great portion of the laws of every nation concern pro¬ 
perty ; such laws vary greatly in different countries and at 
different times, and prope^^ty has rights in one age of a 
nation’s existence which it has not ip another. Before 
the pas.sing of the Act of Emancipation, a negro, if pur¬ 
chased by an English colonist, became as much his pro¬ 
perty as an article of domestic furniture. *In feudal times, 
a baron could enforce various personal services from those 
who occupied his Isfnd; they were bound to furnish him, if 
he waged, war, with a certain number of men, horses, and 
coats of armour. There is, again, the greatest difference 
in the control which can be exercised over the disposal 
of property; for, in England, land can be entailed, and 
devised by will, to an unooni child. In France, the owner 
of land has no power to prevent his children from sharing 
it equally upon his death. Then again, praperty is held 
in different ways; a great numljer of individuals forming 
a company or society may be the jwiut owners of property. 
Property may be held on lease. In Europe, the land is 
chiefly the property of private individuals; whereas, in 
India, the bulk of the land is owijed by the government. 
It would be. impossible to describe the origin of all the 
different kinds of property, and the rights connected there¬ 
with, without writing the history of each country; but 
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although it does not pertain to political economy to discuss 
the ongin of the laws of inheritance, or of land tenure, 
yet the production and distribution of wealth are most 
materially influenced by particular laws of inheritance, 
and by different systems of land-tenure: therefore, all such 
influences must be most carefully considered in a treatise 
on political economy. 

It has been remarked that the principles which regu¬ 
late the production of wealth have the character of physical 
laws. The distribution of wealth is much more liable to 
be controlled by the human will.* As an instance, nature 
supplies the materials out of which all wealth must b<j 
created; and the kind and amount of the labour which 
must be bestowed upon the raw Tuaterial when it i.s con¬ 
verted into some manufactured commodity depends upon 
the properties of the material. Again, the world has been 
so constituted, that every (country posse.s.scH land of various 
degrees of fertility; from this circumstanc.i'. we deduced 
that important law which was explainciil in.tlni last book, 
and which aftlrms that the ertst of agricultural produce 
has a tendency to increase as tlic demand for it .advances. 
The production of wealth is, therefore!, influenced by 
various physical conditions which are independent of 
human agency; Jbut the distribution of wealth is, (jf course, 
entirely subject to human* control. Men ma/ regulate 
the distribution of wealth by any ru|ps or principles of 
their own creation; and it is the purpo.se of political 
economy to explain the consequences which must follow 
i from the rules which may be adopted, or from the prin- 
' ciples which may bo brought into action. It is, for instance, 
quite optional with men whether they allow custom or 
competition to regulate the distribution of wealth, but it 
is not optional with them to *control the effect^ which 
follow when •a particular custom has been adopted, or 
when competition has ^uiated a transaction. In England 
competition is far mdre active than in almost any other 
country, and therefore many of the practical conclusions 
of political economy must be somewhat modified before 
they are applied to othe^ countries, where, perhaps, custom 
is far more powerful than compefition. In England com- 

f ietition regulates the rent of land; but in many parts of 
taly, according to an invariable custom, metayer rents are 
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paid, that is, a fixed proportion, originally one half, of the 
produce is given for the use of tfo land. In England, 
again, the produce of the land is shared amongst three 
classes—landlords, farmers, and labourers; but throughout 
the greater part of the world the produce is shared only 
amongst two classes, the landlords and farmers being com¬ 
bined in one, like the ancient freeholders of England; or 
the farmers and labourers are merged into one class, 
like the miserable cottiers of Ireland. On the continent 
of Europe peasant proprietors are very numerous, and in 
those cases the individual owns the land, cultivates it him- 
yolfaud likewise provides the capital. It will bo nece.ssary 
to trace the consequences which arise from these various 
armngements. 

The greatest inequalities of wealth are sure to follow 
the institution of private property; and the wealthier a 
country is, the more striking is the contrast between 
the wealth and the poverty which have throughout the 
history of tht; world accompanied each other. Various 
schemes have been propoiftided with the view’ of causing 
the we^th which is produced to be distributed more equi¬ 
tably ; but if the State confiscated the property of every 
individual in England to-morrow, accumulated the whole 
wealth of the country in one great fund,, and divided all 
the land* equally amongst the inhabitants, there would 
gradually arise the^same inecjualities of wealth which exist 
at the present time. The industrious would soon obtain 
those portions of wealth which were allotted in this na¬ 
tional di-stribution to those who were indolent and defi¬ 
cient in industrial capacity. Men are differently endowed 
by nature, and tho.so who po.sses.sed strength and ability 
would soon become wealthy, and those who were less strong 
and le^ able would quickly return to comparative poverty. 
If, therefore, private property is permitted, aftd if men can 
indisputably claim as their ow» the wealth which is dis¬ 
tributed to them iis the reward ofTSleir labour, there must 
result great inequalities of wealth. And these inequalities 
will be increased if a person is allowed to devise his pro¬ 
perty by will; for a man who ha^*already a great deal of 
property of his own, may have left to him the property 
possessed by four or five other wealthy individuals. 

Benevolent men, deeply impressed with thg widespread 
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poverty which prevails even in the most wealthy countries, book n. 
have rightly perceived that such ^eat inequalities of . ^ 

wealth must always exist if the privileges of private pro- seek to 
perty are freely permitted; consequently, philanthropists f’oidthis 
have been frequently prompted to advocate schemes of ' 
social life in which private property shall not exist, but all 
the wealth of the community shall be enjoyed in common. 

This is the fundamental idea which has suggcsletl socialism 
or, as it is often termed, communism. No philanthropists 
have ever been more unpopular than the socialists; but 
much of this antipathy is no cL)ubt due to the popular 
error that they arc anxious to limit the rights of private 
property by means of wholesale conhscation. Such a 
charge, however, is extremely unjust. When socialism 
has been attempted, the property upon which the experi¬ 
ment has been made has been fairly and legitimately 
obtained. The socialists may have been mistaken theorists, 
but let us not deal harshly with them. They have often 
made noble sacrifices in order to battle against great defects 
in the state of society; they hjwe sometimes effected great 
practical good, and the experiipents they made', even when 
they have been ungucce.ssful, are always worthy of attentive 
reflection. 

Socialism, as propounded by St Simon, f)wen awl fichemes 
Fourier, proposed that a .society living tog(!th«.*r should 
share all the wealth that was produced. A number of 
families would, according to this scheme, live together .andVon- 
on the same tenns as the individual members of a single ’ 
family. When a family settles in the backwoods of Canada, 
each member of the family labours on that work to which 
he or she may be best suited. Jn such a case the labour 
of each renders some assistance to all the rest, and then 
;the results of the labour of the whole family arcs shared 
fin common. • Such a society, however, can only be kept 
‘together by the strong tjes of family affection; and it is 
manifestly impractic«#lh, in the present state of society, 
to maintain a similar union between several distinct farai- 
lies. Although the difficulties which oppose, socialism may 
be patent to all, yet it is well to consider som(> of the 
^vils which it seeks to remedy. *ln a state of society like 
‘pur own, established on the basis of private property, 
Ipverything tends to heighten the disadvantages which 
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result from comparative defects in natural endowments. 
The strong and able are permitted through life to appro¬ 
priate to themselves all the fruits of their own labour, and 
the weak and less able are constantly, as it were, borne 
down in the struggle. But in order to remedy these 
evils by any form of socialism, an amount of virtue is 
required which is rarely possessed at the present time. 
The utmost self-denial and the widest charity will also 
be needed; in fact, men must become a higher order of 
beings, before they will work through life, not for the 
benefit of themselves, but for the purpose of contributing 
their labour to the advantage of the community to which 
they belong. Some of the practical difficulties, however, 
he^e ijuggested were partly obviated in two systems of 
modified socialism which were propounded with great 
ability by St Simon and Fourier, who both proposed that 
the enjoyment of private property should not be altogether 
forbidden. 

St Simon’s scheme was specially intended to provide 
some machinery for the arrangement of the labour in a 
socialistic society, for withqut some such arrangement all 
would be in confusion; there would bp no security that 
individuals would be employed on the labour for which 
they were best adapted, and every one would be anxious 
to avoid till disagreeable work. St Simon, therefore, pro¬ 
posed that chiefs of the community should be appointed, 
who should equita'bly distribute the labour which had to 
be performed, and should also determine who were to be 
ordinary labourers, and who were to be skilled artisans. 
These chiefe not only distributed* the labour, but also 
distributed the results of^the labour; they allotted to each 
individual the share of the wealth to which they consi¬ 
dered he was fairly entitled; and the share which an indi¬ 
vidual thus obtained he was permitted to enjoy as his own 
private property. But nothing can be more impracticable 
than this scheme, unless there snonid happen to he such a 
marked distinction between the individual members of the 
community and its chiefs that the right of the chiefs to 
dictate and to govern could not be disputed. The Jesuit 
missionaries established* such a* community with great 
success in Paraguay; but between these missionaries and 
the community they controlled, there was the difference 
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which distinguishes civilisation from barbarism. But no 
bod^ of men would ever consent to delegate to any of 
their fellow-countrymen powere which would entirely sub¬ 
jugate their own individuality; and St Simonism, even 
if it alleviated poverty, would introduce greater evils; for 
men and women are in a pitiable state of subjection if 
they are not free to choose the labour upon which they 
should employ their energy. 

The scheme proposed % Fourier was much more skil¬ 
fully designed; he intended that each s(iparate community 
should consist of about 2,000 ptssous, who should be set¬ 
tled on a square league of ground ; he not only permitted 
private property, but allowed property to be obtained by 
inheritance. Every member of this community ^would 
receive a certain remuneration, even if be were not al)le 
to work. Fourier also recognised the claim of capital to 
be rewarded; the community were combined like a trading 
company to produce wealth, and after a certain competence, 
considered necessary to support life, had bi'eii allotted to 
every individual, the nnnaiuing proihtco was divided as a 
reward for labour, capital, and lalent. The administration 
of this division of Jthe produce was arranged by the heads 
of the community according to the following plan:—Tlii! 
labourers were divided into three distinct grades, which 
marked diff'erenT; standards.of skill and talontf and the 
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remuneration received by each of these grades vaiied 
according to a fixed proportion. The*particular grade to . 
which a workman was admitted, was determined by the 
vote of his fellow-workmen ; there was community of la¬ 
bour, but not community of living; it was also proposed, 
for the sake of economy, that each family should have its 
separate apartments in the sarnelblock of buildings. The 
first objection that will probably bo made to this scheme 
is the following: that very soon the industry of’a com¬ 
munity would be destroyed by its members regarding 
exertion as unnccessaiy, if a livelihood were always en¬ 
sured to those who did not work. Exactly the same 
objection may be brought against our Poor-Law system, 
and yet England has obtained a great commercial posi¬ 
tion in spite of this impediment to her industrial pro¬ 
gress. Internal dissensions would be the greatest diffi- its chief 
Sulty against which the scheme of Fourier would have to *^^**>«*- 
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contend; men would be dissatisfied with the grade in 
which they were placed, and the chiefs of a community 
would occupy a position most difficult to maintain, for a 
man is most jealous of any interference with the details of 
his daily life. Again, if such a community were pros¬ 
perous, and if wealth were more equally distributed than 
in the present state of society, all the members of the 
community would be sufficiently well off to marry at an 
early age; the result would bo a rapid increase of popu¬ 
lation ; the land possessed by the community would soon 
become not sufficient to, supply the increased population 
with food; food would become much more expensive, and 
there would soon arise poverty and distress. We believe 
that all such schemes of socialism must entirely fail, if, in 
a country like our own, they attempt to displace a state 
of society based on private property. It is, however, ad¬ 
visable to allude to the principal socialistic schemes, be¬ 
cause, at different times, they have excited great interest, 
and the speculations of the authors of these schemes are 
deserving of *inuch careful attention. The difficulties 
which we believe will oppose the success of socialism have 
not been pointed out in a spirit of antagonism. A social¬ 
istic experiment may be made without inflicting the 
lightest loss or injury upon any but those who voluntarily 
take pari in it. It is quite possible that such an experi¬ 
ment would dispel many of those objections which before¬ 
hand appear most fcrmidable. Such an experiment ought 
then to be welcomed and not opposed, for socialism has 
always been mainly prompted by a desire to alleviate 
the poverty which presses so heavily upon a large portion 
of mankind. 

We have been careful* to point out that the socialistic 
schemes to which the attention of the reader has been 
directed were voluntary organizations. This constitutes 
one of their chief claims to favjiurable consideration. If 
the property upon which a socialwtic experiment is made 
is fairly acquired, and if all those who join in the experi¬ 
ment do so entirely of their own free will, no injustice is 
inflicted on any one, and although the scheme may fail, 
yet it may be fruitful of |;ood by suggesting the adoption 
of new social and economic arrangements. For instence, 
in our own countiy, various socialistic experiments were 
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nadc by Robert Owen. None of these obtained any per- «• 
nanent success; but the co-operative movement, which 
s assuming such significance at the present time, and 
which may not impossibly lead to a most important 
;hange in carrying on industry, undoubtedly had its 
jrigin in the ideas propounded bjr Owen and his fol- 
owers. The essential characteristic of co-operation is 
1 union of capital and labour. A certain number of 
labourers form themselves into a society to work for a 
common object, and they supply the capital which their 
labour requires. Co-operation may thus be regarded as 
a modified form of socialism; but as in a co-operative 
society each member’s share of the aggregate wealth 
produced is apportioned to the amount of capital Ije spb- 
scribes to the common fund, as well as the quantity and 
quality of the labour he supplies, it is evident that an 
influence is thus brought into operation to stimulate each 
individual’s energy. This constitutes the fundamental dif¬ 
ference between co-operation and the socialistic schemes 
of St Simon and Fourier; for k has been pointed out that 
the chief obstacle which wouldj)revent their achieving any 
practical success yas the improbability that men would 
be found to work with sufficient energy if the reward they 
received for their labour was guaranteed to them, and did 
not depend eitfier on their, own abstinence, or«upon the 
amount of their labour. 

Although the socialistic schemes h^re described were . 
voluntary organizations, yet it is important to bear in 
mind that the influence of the State may be used to 
enforce some form of socialism upon a country. It is 
almost needless to say that whejiever such an attempt is 
made, it should be most narrowly watched. Probably the 
best definition that can be giv^n of socialism is, that it 
enables a m*n to rely upon a society or community for 
maintenance instead of ypon his own individual efforts. 

In the schemes of FortPfer and St Simon, a certain num¬ 
ber of persons formed themselves into an aasociation or 
company, and guaranteed to give maintenance to each 
other. No one can de^ the right of a number of indi¬ 
viduals to enter into such an arrangement as this. It 
may however happen that people, instead of promising 
maintenance to others as a voluntary act, may be com- 
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pelled to do so by law. A notable example of such com¬ 
pulsion is afforded by our Poor-Law system, for it confers 
upon eveiy individual a legal claim for mmntenance. 
If a man is in a state of destitution he can claim paro¬ 
chial relief, even if the destitution is entirely caused by his 
own indolence or imprudence; he can thus compel other 
people to keep him whether they wish to do so or not. 
We shall in a subsequent chapter discuss the general 
effects produced by the Poor-Law. We have referred to 
the subject here, because it affords an example of a prac¬ 
tical adoption of the socialistic principle by the State. 
Not only has a powerful encouragement already been 
given to socialism by the State, but many who would be 
forpmqst in their denunciations of socialLsm are constantly 
bringing forward proposals which would extend the in¬ 
fluence of socialism in its most mischievous form. Thus 
it is not unfrequently said, that parochial relief ought 
to be granted on more easy and liberal terms. But if 
such a suggestion were carried out, it is evident that an 
increased inducement would be offered to people to de¬ 
pend upon society rather .than upon their own efforts 
for maintenance, and thus the socialistic influence exer¬ 
cised by the Poor-Law would be greatly extended. As 
another illustration, it may bo mentioned that an increas¬ 
ing number of people are imw urging the adoption of 
a general system of free primary education. It is, how¬ 
ever, obvious that a new and important recognition would 
be given to socialism, if the entire expense of educating 
children were transferred from the parent to the State. 
If such a transfer were sanctioned, it might afford a pre¬ 
cedent for transferring l^Jie entire burden of maintaining 
children from their parents to the State. 

Nothing seems to be a more marked tendency of the 
present* day than the growing inclination there is to seek 
the intervention of the State ^in matters which before 
were left to individual effort. Wiis reliance upon the 
State may be regarded as an essential characteristic of 
socialism in its present phase, and we shall have occasion 
to describe the important economic influence which may 
be exercised by such an application of the socialistic 
principle. Thus in discussing the subject of the nation¬ 
alization of the land, it will be shown that this is just 
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such an application of the socialistic principle as that to 
which we are now referring. Nationalization of the land 
means that all the land in the country should be bought 
by the State, and distributed at what is termed a fair 
price among the entire people. The iidvocates of the 
scheme hope that in this way, through the intervention of 
the State, all those who wish to possess land would not 
have to wait until they could purchase it in the open 
market, but would be able to obtain it from the State 
whenever they wanted it, on reasonable terms. We have 
here only referred to the scheme as affording an example 
of what we wish to signify by modem socialism. We will 
postpone any further discussion of it to a subsequent 
chapter. 
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CHAPTER II. 

THE CLASSES AMONGST WHOM WEALTH IS DISTllIBUTED. 

<• 

I T has been shown that the three requisites of the pro¬ 
duction of wealth are land, labour and capital. Since, 
therefore, land, labour and capitfil are essential to the 
production of wealth, it is natural to suppose- that the 
wealth which is produced ought to bo possessed by those 
who own the land, labour and capital which have respect¬ 
ively contributed to its production. The share of wealth 
which is thus allotted to the. po.ssessor of the land is termed 
rent; the'portion allotted tp the labourer is termed wages, 
and the remuneration of the capitalist is termed profit. 
The remuneration therefore received in the form of rent, 
\vages and profits, represents the three distinct claims 
which individuals have upon any wealth which is pro¬ 
duced. Having pointed out that wealth is distributed 
between rent, wagds and profits, we must proceed to enun¬ 
ciate the laws which regulate the comparative amounts of 
rent, wages and profits. In different countries these rela¬ 
tive amounts vary greatly; for instance, rents are much 
higher in England than in Australia, and wages are much 
lower in the one country than in the other. The rate of 
profit is also much greater in Australia than in England. 
In .Australia, ten per cent, may be obtained ton the secu¬ 
rity of a freehold mortgage, whpreas in England a similar 
investment will not yield more four or four-and-a- 
half per cent. Without, therefore, inquiring whether Aus¬ 
tralia is more productive of wealth than England, it is 
very important to establish principles which will explain 
why wealth is so very differently* distributed in the two 
countries. Other countries present equally striking points 
of difference. 
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It has been shown that wealth is distributed in three bookh. 
shares, namely, rent, wages and profits: because land, . cn-n, ^ 
labour and capital are essential to the production of 
wealth; and rent, wages and profits represent the service 
which has been rendered by each of these agents of pro¬ 
duction. It must not be supposed that rent, wages and 
profits arc always received by distinct individuals. In always 
England, ijs a general rule, there are these three distinct paydble to 
classes of recipients, who are respectively named land- 
lords, labourers and employers. The landlord seldom sup- 
plies either capital or labour; the capital is- advanced by 
the employer; and the labourer has very rarely any capital 
invested in the industry upon which he is employed. 

Blit the economic condition of England differs, in 1;Jiis 
respect, more widely from that of other countries than is 
usually supposed; in fact, it is rather the exception than 
the rule, that wealth should be distributed in the form of 
rent, wages and profits, amongst distinct and separate 
classes of individuals. In the south of France, in Italy, in The pea- 
Flanders and in other parts of *he continent, peasant pro- 
prietors occupy a gre<at portion^of the land. It is intended ^Zives all 
to signify by a peasant proprietor, a man who cultivates a Hie'thr* 
small ({uantity of land which is his own property; he him- **®"*®/ 
self supplying all the labour and capital which are required duceof his 
In such a case, the producu is not distributed into rent, land. 
wages and profits, for one individual is entitled to all the 
product: which is raised, since he owni the land, and has 
also contributed the labour and capita). Although the 
whole produce is, as it were, heaped together, without being 
divided into three portions corresponding to rent, wages 
and profits, yet the remuneration obtained by the peasant 
proprietor is composed of three distinct parts. These are 
combined, but they may be separately estimated in the 
following manner. If the land cultivated by the peasant 
proprietor were not his oj(n property, he would be obliged 
to pay a certain renf»*iSBt its use. A portion of .the' pro- 
duee, therefore, equal in value to the amount which would 
be thus paid, represents the rent. Again, if the capital 
, employed by the peasant proprietor were borrowed from 
^ some one else, a payment must Be made for the loan, and 
therefore a portion of the produce, eq^ual in value to such a 
: payment, indicates the profit, which is a fair remuneration 
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for the capital which the peasant proprietor employs. 
Again, the portion of the produce which represents wages 
may be ascertained by estimating the wages which would 
have to be paid if the peasant proprietor, instead of 
working himself, cultivated his land with hired labour. 
Such an estimate as that we have just indicated is often 
of great practical importance. The comparative advan¬ 
tages and disadvantages of farming by peasant proprietors 
have long been keenly disputed. In order to decide this 
important question, we must pursue the following method. 
From the whole produce which is raised upon the land 
cultivated by a peasant proprietor, there must in the first 
place be deducted an amount which represents the rent 
this land would pay; there must also be deducted a 
certain amount for labour and capital, and if a surplus 
remains, it will represent the advantage of farming by 
peasant proprietors. We shall, in another chapter, have 
occasion to enlarge on this subject. 

A great portion of the laud of India is occupied, not by 
peasant; proprietors, but by peasant cultivators. The land 
is generally owned by the government. The peasant cul¬ 
tivators often rent from the government a small portion of 
land, which they can cultivate with their own labour and 
capital. Sometimes the government grants the land at 
a fixed rental to individuals .who occupy the position of 
middle-men, and who re-let the land to peasant cultivators. 
Land which is cultivated by slaves is in an anomalous 
position, for in this case it would appear that the whole 
produce is shared between rent and capital, since the 
slaves must be regarded as a portio*i of the slave-owner’s 
capital, just in the same manner as the horses which plough 
our own soil are a portion of an English farmer s capitel. 
The slaves do not receive *ny wages; they cannot accumu¬ 
late wfelth; they have none of the rights* of property. 
The slaves are fed, it is true; {)ut so are the horses fed. 
The economic condition of a slaverymmtry differs so much 
from other countries that it is proposed to discuss some of 
the economic aspects of slavery in a separate chapter. 

The reader may remark that in the general observations 
made in this chapter oh. the distribution of wealth we 
have only considered agricultural produce. This has been 
done because similar although somewhat more complicated 
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laws regulate the distribution of the wealth which is ere- “o**® “• 
ated by manufacturing industry. All the materials upon - , 

which manufacturing industry is employed are products Mann- 
obtained from the land. Thus, wool is an article of agri- 
cultural produce. When wool is woven into cloth, it is 
rendered much more valuable. How, then, is this wealth 
distributed which is added to the wool by manufacturing 
it into cloth ? Wool, and such other raw materials of 
manufacturing industry, are purchased by the manufac¬ 
turer, and become a portion of his capital, and the wealth 
produced by manufacturing industry is finally distributed 
between capital and labour; in fact, there are two distri¬ 
butions. The raw produce, or, more correctly, the money* 
with which the manufacturer purchases this raw produce, 
is distributed in a similar mariner to other agricrJlturai 
produce; after this raw material has been manufactured, 
another distribution takes place between the labour and 
the capital which have been employed in the production 
of the manufactured commodities. 

Wlicn it is stated that wealth is distributSd in the form Renmnera- 
of rent, wages and profits, it ipust not be supposed that 
the labour which Ijas directly contributed to the produc- 
tion of the wealth is alone remunerated. Before agricul- directly 
tural produce is brought to the market, the industry o£ 
many other labourers has beQii called in besides those who 
are actually working on the farm, all of whom will receive 
a certain share of the produce in the form of wages. A 
farmer may employ bargemen to take his wheat by canal 
to a particular market, but these bargemen must be paid 
wages, just in the saine way as labourers who are em¬ 
ployed on the farm. Again a farmer may join with others 
to pay labourers for keeping the roads in a proper state 
of repair; from him, also, ai’e levied rates which main¬ 
tain a police establishment, considered necessary tfl make 
property secure. We 8 h§ll hereafter inquire on whom 
these burdens fall. 

The amount which in any particular case the landlord. Relative 
capitalist, or labourer receives is regulated either by com- 'tmportanee 
petition or by custom. In almost every case competition titumaiid 
and custom exercise a joint infifrence; but competition cutum. 
not unfrequently acts so much more powerfully than 
custom, that it may be virtually regarded as the sole 
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determiuing cause. It is impossible to enumerate all 
the important customs which influence various trades, but 
it will be necessary to .trace the.effect of customs more 
wide and constant in their operation, such, for instance, 
as those which regulate the rent of land. The metayer 
rents which exist in many continental countries may be 
quoted as an example of one of these customs; for where 
this tenure prevails the rent paid for the use of the land 
is always equivalent to a fixed portion of the produce. 
This portion is generally one-half. 

It may, however, be remarked that as a nation advances 
in industrial enterprise all her commercial transactions arc 
'more completely regulated by competition. There cannot 
be activity of trade without a keen desire for gain; but 
such a feeling indicates the spirit of competition, for in 
business men compete with each other with the view of 
securing the greate-st possible gain. It isj however, im¬ 
portant to present competition in a somewhat different 
aspect; for the manner in which it has been here described 
may very possibly encourage the widespread error that 
with it there is associated something almost criminal. 
Many who profess to be social philosophers attach to com¬ 
petition the stigma of selfish greed. ITie |>overty of the 
.poor is often attributed to it; but we shall have reason to 
show thaft it is no enemy to the working-classes. Without 
it, their poverty would be rendered doubly severe; for it 
is an active spirit of competition which maintains the 
capital from which the wages of the labourers are paid. 
Competition befriends the working-classes in other re¬ 
spects ; it cheapens commodities, and ensures that the 
maxim|pn of wages shall always be paid. Competition 
is not confined to one class; it may be as rife among 
buyers as among sellers, or among the employers as 
amongf the employed. Individuals who have goods to 
sell are anxious to realise as la^ge profits as possible; but 
when there is competition, a trfclo cannot be paid more 
than what is termed a fair price for his goods, because if 
he attempts to obtain more than the ordinary price he 
will be undersold by other traders. When buyers compete 
with each other they ake anxious to secure the greatest 
gains, or in other words, to buy upon the best possible 
terms; and thus, when buyers are each intent on pur- 
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chasing on the most favourable terms, a commodity is 
sure to realise what i* is worth. It therefore follows that 
if on the one hand competition prevents a trader obtain¬ 
ing exceptionally high profits; on the other hand,- it 
ensures to him a fair price for his goods. Some, per¬ 
haps, may think it unfortunate that employers, stimu¬ 
lated by a desire to realise the largest gains, should 
seek to engage their labourers on the lowest possible 
terms. But such conduct upon the part of the employers 
inflicts no injury upon the labourers; for whenever there 
is activity of competition, an individual manufacturer or 
trader is as powerless to get labourers to work for him 
at less than the ordinary wages as he would bo to buy 
cotton at a cheaper rate than his fellow-raanufactur§rs. 
The price of cotton is maintained because there arc those 
who are anxious to purchase it; the rate. of wages is 
also maintained, by those who are anxious to purchase 
labour. Competition, consequently, exerts no tendency 
to reduce profits or wages; the tendency is rather one 
of e(iualisation. * 

Competition acts with far gjeater force in some coun¬ 
tries than in other§. In England the commercial spirit is 
30 abtivo that we are liable to forget that in some coun¬ 
tries various transactions, such as the renting of land, th(j 
hiring of labour,* and the sale of commodities, ere regu¬ 
lated by'custom to a far greater extent than by com¬ 
petition. 

It has been often remarked that all men are>. more or 
less the slaves of habit. Every nation has some customs 
wljich become, as it»were, engrafted on its existence; 
customs, which in their origin were perhaps piu-ely social, 
have in many cases, after a certain lapse of time, pro¬ 
duced effects of great pecuniary consequence. In this 
way the resuits which would ensue if competitioi! freely 
operated are often intei^red with; for men not unfre- 
quently pay the moat'implicit obedience to a custom, 
even when they are not bound to do so by law. It has 
already been stated that, in parts of the continent, the 
landlord uniformly receives as a rent one-half the produce 
of the land; he never* thinks \>f asking more or less, 
although his land might very likely yieW him a larger 
income if it were let to the tenant who consented to 
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pay the highest rent for it. In many professions the 
charges made are absolutely fixed by custom. Lawyers 
and physicians do not adjust their cWges like ordinary 
traders; the charges are regulated by the custom of the 
profession. Equally rigid customs affect many classes of 
labourers; artisans in particular trades must serve a fixed 
term of apprentice.ship, and the wages received are often 
detennined by customs which, though perhaps not so 
rigidly observed as some others, yet are frequently not 
easily modified. 

Having, therefore, shown that the distribution of wealth 
may be primarily classified into rent, wages, and profits, 
we shall, in the first place, explain how the amount which 
is received in the form of rent, wages, and profits is deter¬ 
mined when regulated by competition ; and we shall then, 
secondly, proceed to explain the different results which 
follow, when the distribution of wealth is affected by such 
customs as those which have just been indicated. 


CHAPTER HI. 

RENTS AS DETERMINED IjV COMPETITION. 

• 

A COMPREHENSIVE history would have to be writ- book ii. 

. ten, if it were attemptcvl fully to describe the ch. m. 
origin of property in land. Every country has probably Historical 
been .subjugated, and grants of the vanquished territory origin of 
were the ordinary rewmls which the conquering chief 
bestowed upon his more distinguished follow(.!r.s. Some 
families in this country still retain the lands which their 
ancestors received from Willialh the Conqueror. Lands 
obtained by force had to be* defended by force; and 
before law had assorted her supremacy and property was 
made secure, no baron was able to retaiii his possessions 
unless those wh^ lived on his estates were prtmared tef 
defend them. There thus arose almost universally some 
personal relations between landloKl and tenant, and the 
personal services which such a feudal tenure required 
formed a considerable part of the rent which was paid for 
the land. As property became secure, and landlords felt 
that the power of th5 State would protect them in all 
the rights of property, every vestige of those feudal 
tenures was abolished, and the relation between landlord 
and tenant has thus become purely commercial. ^ land¬ 
lord offers his^nd to any one who, is willing to take it; he 
is anxious to receive the rnahest rent he can obtain. What 
are the principles which T^ulate the rent which may thus 
be paid ? 

We all know that the more fertile land is, the higher How is the 
will be its rent. We arp also aware that the rent which ‘V® 
land yields not only depends upon fertility of soil, but ^ofUndlie- 
ilso upon convenience of situation. Land which is re- terminedi 
|»ote from towns does not pay so high a rent as land 
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of equal fertility situated at a short distance from some 
large centre of population. The relative rents, there¬ 
fore, which are ^aid for different farms are determined 
by fertility of soil and by convenience of situation. It 
will be generally admitted that the value of land de¬ 
pends upon the two causes we have just mentioned, 
but the important question to answer is this: Can 
we obtain an index to the amount of rent which 
land can afford to pay at any particular time ? The 
object of the present chapter is to supply an answer to 
this question. 

In every country there is the greatest variety in the 
productiveness of the land'; high rents arc paid for the 
use <jf some land, whereas other land not far distant 
may be too poor to be cultivated. Lot it be supposed that 
there are two farms which are rented at different rates; 
the one farjn is rented more highly than the other be¬ 
cause its soil is more fertile or its situation more con¬ 
venient, and ,.the difference in the rents paid by these 
two farms would indicate the pecuniary value of the 
superidr productiveness oi the one farm over the other. 
There may be another tract of land so poor that, if cul¬ 
tivated at all, it could only bear a nominal rent; for land 
twill only pay a nominal rent when the produce raised 
from it Is no more than sufficient to return the average 
rate of profit upon the capital spent in its cultivation. 
If we compare such barren land with land which pays 
a considerable rent, then, as we have just remarked, the 
difference in the pecuniary value of the superior produc¬ 
tiveness of this better land may be measured by the dif¬ 
ference in the rents pqid by the good and barren land 
respectively. But this difference is denoted by the whole 
rent paid by the good land, since the rent of the poor land 
is assumed to be merely nominal; or, expressing this in 
other words, it may be 8tated,,^that the rent of land re¬ 
presents the pecuniary value Or •the advantages which 
such land possesses over the worst land in cultivation, the 
rent which this worse land yields being merely nominal in 
amount. 

* The value which land receives from these two causes, viz., fertility 
of the soil and convenience of situation, will throu^out be designated by 
the word “ productive.” Vide pages 46, 47. 
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The proposition which has just been emmciated, and booku. 
the simple reasoning by which it has been established, , ch. in. 
may be regarded as a statement and a proof of Ricardo’s 
celebrated theory of rent. The theory, as here expounded, 
may appear so simple, nay, perhaps, so obvious, that 
our readers will not readily appreciate its importance, 
nor will they perhaps believe that the theory itself 
has been warmly controverted by eminent men. It will 
be advisable to con.sider the ordinary objections urged 
against the theory, for we shall be able thus still farther 
to elucidate it, and those objecticnis will afford an appro¬ 
priate example of the popular prejudice which so fre-, 
quently attempts to discredit the conclusions of science. 

One of the attacks on Ricardo’s theory may be jFound Dr Wlm- 
in some prefatory remarks by the late Or Whewell, 
prefixed to a ‘ Oolloctioii of Some Fragmentary Tracts to this 
on Political Economy, by Mr Jones’.’ I)r Whewell theory; 
objects to Ricardo’s theory because the rent of land is, 
over the greater portion of the world, pontrolled by 
custom; and even in England, Bwhere land is let by com¬ 
petition, Dr Whewell maintains that this theory is never 
employed to settla the rents that are paid; he therefore 
made two specific allegations: his first position is, that 
the theory is of compamtivcly little value because of it» that it is 
limited application, and, secondly, that it can be of no 
pr^tical importance even in the exceptional cases where aiJ,\hat 
it may be regarded as capable of a practical applica- wluinap-' 
tion. In this chapter we shall confine our attention to 
the last of these allegations; the modifications which the portant. 
theory requires, when'rents are'fixed by custom and not 
by competition, will be considered in another chapter. 

No one can reasonably suppose that Ricardo, or any of 
those who adopt this theory, imagine that a land-steward 
avails himself of it when he is fixing the rent of any 
particular land. No fartMr when about to rent a farm The last 
asks himself. What »ilBe value of this farm above the 
worst land in cultivation? But these considerations do 
not afford any valid objections against the theory; it 
might as well be said ,that the laws of digestion and 
respiration are not worth explaining, because no one 

> Mr Jones was Professor of Political Economy at the late East India 
Company’s College at Haileybnry. 




Ii8 


Manual of Political Economy. 


BOOK II. 
OH. ni. 


Rentate- 

mentofthe 

theory. 


Illiutra- 
tioii of the 
theory by 
an exam¬ 
ple. 


thinks of these laws when he eats or breathes. AKJiough 
men of business do not use a theory of rent, and may 
have never heard the name of such a theory, yet uncon¬ 
sciously they follow the theory; and the theory will ex¬ 
plain the practical consequences connected with the rent¬ 
ing of land, as completely as if all who wore engaged in 
such business transactions were political economists of the 
Ricardian typo. The point, therefore, to be determined 
is, not whether the theory is used, but whether the theory 
is universally true when rents are determined by compe¬ 
tition. Let us again expound the theory; and wo think 
pt will be admitted that e<ach of the positions which it 
assumes is incontrovertible. It cannot bo denied that the 
land of each country varies so greatly in productiveness, 
that there always exists some land which is either so 
barren or so disadvantageously situated that it is just on 
the margin of cultivation, and can only pay a nominal 
rent. Land which is more productive will pay a rent, 
and such rent^must represent the difference in the value 
between this better land and that land which is .so barren 
that it* can only pay a nominal rent. But this value is 
represented by the difference in the net produce obtained 
from the two lands in question, and hence the rent of any 
particular land may be estimated as the difference be¬ 
tween thfi amount which it produces and the amount of 
produce raised from the worst land in cultivation. This 
is the ordinary enunciation of Ricardo’s theory; the terms 
however, in which this enunciation is expressed require 
some explanation. In the first place, it should be re¬ 
marked that net produce, not gross produce, is meant. 

The nccc.ssity of makmg this distinction may bo illus¬ 
trated by an example. Let us, for instance, suppose that 
there are two farmers, A and B, and that one of these. A, 
occupies a much more productive farm thaiwthe other, B. 
Now the gross produce of a f^™ is the whole produce 
which is raised from it, without aWweting the expenses of 
cultivation. But the surplus produce which remains to 
the farmer cannot be ascertained until from this gross 
produce are deducted all the expenses connected with the 
farm. A certain sum ifiust also be deducted as interest 
for the capital invested in the farm, and the farmer should 
also estimate his own labour of superintendence at a 
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certain pecuniary amount. All these deductions may be 
regarded as forming in the aggregate the cost of cultiva¬ 
tion; and when such deductions have been made, the 
produce which remains is the net produce; or, in .other 
words, the net produce is obtained by deducting the cost 
of raising the produce from the pecuniary value of this 
produce. If, therefore, it were ascertained that the net 
produce of A’s farm exceeded by l,000i. the net produce 
of B’s farm, it is manifest that A would be able to pay 
l,000i. more rent than B. If B’s farm was so poor that 
he obtained it at a merely nomkial rent, the ainount of 
its net produce would be also nominal. But it may be, 
said, If such were the case, B would not continue to cul¬ 
tivate the farm; this, however, need not be so, b^cavse 
it has been supposed that the not produce is that which 
remains, after every expense connected with the farm has 
been paid, and after an adequate remuneration has been 

f iven to the farmer for his own labour and for the use of 
is capital; therefore, it would answer B’s pprposo to cul¬ 
tivate his farm, although the* not produce was merely 
nominal, if he could obtain thp farm at a nominal rent. 
But, since we havQ suppo.sed that the net produce of A’s 
farm exceeds by 1,000/. the net produce of B’s farm, A 
would be able to pay this 1,000/. as rent, and, thoreforej 
the rent of any land is the difference between its net 
produce and the net produce of land which pays a merely 
nominal rent. Moreover, we shall proceed to show that 
this amount of rent, namely 1,000/., which from theoretical 
considerations we have proved that A is able to pay, mil 
be approximately the*rent which is actually paid if land 
is let by open competition. Experience proves that men 
are satisfied to continue in bu.siness if they can realise the 
current rate of profit upon thefr capital, and also obtain 
a certain remuneration for their own risk and {rouble. 
Let it be supposed that when A’s landlord demands from 
him a rent of l,000/.*-(i^ sum representing in value the 
net produce of the farm—the profits he obtained upon his 
farm would still be sufficient to induce him to continue 
his business. If, however, he were called upon to pay 
a greater rent than this, say, I'SOO/., a year, his profits 
would be so diminished that he would not be able to obtain 
.|he same return for his capital as if it were invested in 
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some other busiuess. He would virtually lose by farming 
because he could make more of his money if otherwise 
invested; and no class of traders will continue a business 
when it becomes comparatively unremunerative. The 
landlord would therefore be powerless to obtain from A a 
rent much exceeding 1,0001. But there is a further ques¬ 
tion: What would prevent the farmer from paying a less 
rent than l,000i., say a rent of TOOL ? This would certainly 
be prevented by the competition of others anxious to 
engage in farming operations. Those who had a practical 
knowledge of farming ^pould be able to calculate with 
.considerable exactness what would bo the net produce 
on A’s farm, and they would thus know, if A was only 
paying a rent of 700/. a year, that he was paying 300/. 
a year less than might be paid, with a realisation of a 
fair profit to the farmer. Others would come forward and 
offer a higher rent for the farm, and A would consequently 
be obliged to leave the farm or else pay a higher rent. 

It is, therefore, no exaggeration to say that, when land 
is freely competed for, rents are approximately adjusted 
according to Ricardo’s theory. We ssiy “approximately,” 
because there is a certain margin of variation for which 
allowance ought always to bo made. Thus, two land- 
a,gent8 may chfferently value the net produce of a farm. 
A landlord, rather than lose an old tenant, may often 
continue to receive less rent from him than a new tenant 
would be willing to pay; but in such a case competition is 
to a certain extent interfered with by the feelinm which 
arise from affection and old association. Ricardo s theory 
is strictly true upon the supposition that there is free 
competition, and in practical life the results which may be 
deduced from the theory really occur in proportion to the 
extent to which competition acts without interference from 
Illtuitra- other clisturbing agencies. It is no uncomonon thing to 

tion/rom gg^y causes the eai^h to revolve in an ellipse, 

as rmtomy. earth never does sJS^nwve, it oscillates from 

one side to the other of this ellipse in consequence of the 
disturbing force of each planet’s attraction. For many of 
the practical purposes of astronoi^y, it may be stated with 
sufficient exactness that* the orbit of the earth is a true 
ellipse; and just in a similar way, in a country such as 
England, competition is so much more powerful than any 
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of the other motives which influence the adjustment of 
rents, that it will be sufliciently exact to affirm that the 
rents which are actually paid are those which would be 
deduced from Ricardo’s theory. In some cases, however, 
other motives, which may be regarded as antagonistic to 
free competition, assume so much importance that they 
must be specially considered. 

It will much assist clearness of conception, if we employ 
some technical language to describe the terms of Ricardo’s 
theory. This theory implies that in any given condition 
of a country there is some land* which will just pay for 
cultivation if it is let at a nominal rent. Thus, as it were^ 
a margin of cultivation is marked, below which the cul¬ 
tivation of land cannot descend, unless some circumstances 
should occur which should cither induce men to be satis¬ 
fied with smaller profits, or should increase the productive¬ 
ness of land; it must bo borne in mind that there are two 
ways in which the productiveness of land may be increased; 
in the first place, a larger demand for agricijltural produce 
may raise its value, and, in thi» second place, agricultural 
improvements may cause a greater amount of produce to 
be obtained from the soil. In the example which we have 
employed, it has been supposed that this margin of culti¬ 
vation has been denoted by the farm occupied by B; for 
the produce which is raised from this farm oifly suffices 
to pay the expenses of cultivation, and to return B a 
fair remuneration for his capital an9 for his personal 
exertions. Under these conditions the land will pay no 
rent. Various circumstances, however, may occur which 
will enable rent to be* obtained from this land, or, in other 
words, would cause the margin gf cultivation to descend. 
Let us, therefore, inquire into some of these circumstances. 

It has already been remarked that the current rate of 
profit which ^prevails in diflerent countries varies’greatly. 
In Australia ten per cenL can readily be obtained on the 
security of a freehold itirortgage, and a merchant in that 
country would not think of incurring the risk and trouble 
of investing his capital in trade, umess he could make a 
much larger profit tha^ ten per cent., because he could 
secure this profit without risk of trouble upon a freehold 
mortgage; therefore, traders in that country would not 
continue their business unless their profits were very much 


BOOK II. 
CB. ni. 


The" mar¬ 
gin of cul¬ 
tivation.’ 


The mar¬ 
gin of cul¬ 
tivation 
depends 
upon the 
rate of 
profit in 
each eoun 
try. 




122 


Manml of Political Economy. 


BOOK II. 
CH. III. 


Caec of 
Aiutralia. 


more than ten per cent. But in England five per cent, can 
scarcely be obtained on a freehold mortgage, and a trader 
would be perfectly satisfied with his business if a profit of 
ten per cent, were realised on the capital invested in it. 
We shall hereafter inquire into the causes which produce 
these great variations in the rate of profit in different 
countries. In Holland a still lower rate of profit prevails 
than in England. Let it be assumed that in this respect 
England became like Holland, and that the English would 
be satisfied with a rate of profit so reduced that they would 
lend money to their government, as the Dutch have done, 
,at the small interest of two per cent. If such a change 
occurred, men of business in England would be satisfied 
with p. smaller profit than they are now, and would be 
ready to invest their capital in businesses which would 
produce them a lower rate of profit. But such a change 
would at once affect the margin of cultivation. Before 
the change occurred, no worse land is brought under tillage 
than that whi,ch is cultivated by B, because, although he 
pays only a nominal rent‘for his land, yet he cannot do 
more than realise a certain profit upon his capital, say a 
profit of ten per cent.; and it is assumed that with a less 
profit than this,'men of business will not be satisfied. But 
when the change we have supposed hap taken place, a 
lower ratfc of profit will prevail throughout the country, 
and men will now be satisfied with a smaller profit. Hence 
worse laud than that which was before cultivated by B, 
would return sufficient to give that lower rate of profit 
with which men are now supposed to be satisfied. The 
margin of cultivation would therefore descend, the land 
occupied by B would cepse to be the worst under culti¬ 
vation ; and this land, instead of paying a nominal rent, 
would now yield a rent which might bo estimated by the 
difference between its net produce and the n%t produce of 
the inferior land which has beon^ought under cultivation 
in consequence of the reduction inth#general rate of profit. 
It is, therefore, manifest that such a reduction in the gene¬ 
ral rate of profit would cause the rent of all land to rise. 
Australia will one day offer a staking example of a rise 
in the rent of land, caused in the manner we have just 
described. The great inequality in the rates of profit 
current in England and Australia cannot permanently 
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continue; and when profits in Australia are reduced to 
what they are in England, a vastly increased area of land 
will be brought under cultivation in Australia; the margin 
of cultivation will rapidly descend, and the rent of land 
will be greatly increased. 

We will now discuss some of the other causes which may 
affect the rent of land. The productivenes.s of land has 
already been much increased, and is perhaps destined still 
farther to be increased, by improved implements. Con¬ 
fident predictions have been made by competent persons 
that steam cultivation will materially diminish the cost of 
tillage. If this be the ease, the net produce of every farm,, 
as we have defined it, will be greatly increased, and, there¬ 
fore, rents will as a consequence rise from this diminution 
in the expense of cultivation. But when rents rise, the 
margin of cultivation will descend; for if the cost of 
cultivation is diminished by steam machinery, land may 
be profitably cultivated which before would not pay the 
expenses of tillage. The farmers, therefore, yfill ultimately 
receive no special advantage ‘from the introduction of 
improvements in the method oi cultivation. Temporarily 
they may bo benefited; for those who first avail them¬ 
selves of the improved machinery may for a long time 
continue to deri\re an important advantage, because, until 
the machinery has been generally introduced, wants will 
not be raised. Ultimately, however, the whole of the 
Eidvantage will be absorbed by the landlords; for if the 
expenses of cultivation are diminished, the farmers will 
be able to pay a higher rent, and the competition of capi¬ 
tal will render it impossible to resist the increase of rent. 
We have purposely said that thp landlords, and not the 
farmers, will derive a special advantage, because, in one 
sense, the farmers, conjointly with every other class in the 
jommunity, Hfill be benefited, since, if the expenses of 
jultivation are diminished the cost of production is dimi¬ 
nished, and, thereforoffoTO will be cheapened. The effect 
which may be thus produced by cheapening food, at once 
suggests questions of the greatest importance. These, 
lowever, we must reserv^p until we treat of exchange, in 
she next division of the subject. 

We will here take the opportunity of remarking that 
we have as yet said nothing about the value of those 
ihares into which anv wealth which is nroduced mav be 
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distributed. All such questions with regard to value can¬ 
not be appropijately considered until we treat of exchange. 
When, therefore, in this chapter we have alluded to parti¬ 
cular circumstances which will increase rents, we attribute 
the increase not to any rise in the price of a^cultural 
produce, but we refer the increased rent entirely to a 
different distribution of the produce of the land, more 
advantageous to the landlord. Thus the distribution will 
be changed in the following manner, when the use of 
improved implements diminishes the expense of culti¬ 
vation : the profits of the farmer and the wages of his 
labourers will remain as they were before; but the land¬ 
lord will receive, in addition to the rent which is pre¬ 
viously paid to him, all that is saved in the expense of 
cultivation. It is very important to bear this in mind, 
because a confusion may arise very embarrassing to the 
reader; for in popular phraseology rents are often said 
to rise without any alteration in the relative amounts 
received by those classes amongst whom the produce of 
the land may fee distributed. If, for example, a landlord’s 
rent is a certain portion of the produce of the land, then 
his rent is said to rise if anything sfeould occur to in¬ 
crease the value of this produce. Before the Tithe Com- 
jnutation Act was passed, the tithe was a rent-charge 
amounting to one-tenth of the produce. If it had not 
been for this commutation, tithes for many years would 
have been increased by two distinct causes; for, in the 
first place, since more produce was obtained from the 
land, the tithe would be increased in quantity; and, 
secondly, even if the tithe were notdncreased in quantity, 
its amount would be increased so long as there was an 
augmentation in the value of agricultural produce. But 
we must postpone considejing an increase of rent which is 
repres(fiited, not by a larger amount of prodface, but by, a 
rise in the price of this producq: for when discussing the 
distribution of wealth we must^^pose that rent, profits, 
and wages are received in kind. Distribution is concerned 
with the laws which regulate the absolute and relative 
magnitude of those portions into which wealth is dis¬ 
tributed ; and it belong to the* subject of exchange to 
examine the causes which determine the value of an 
individual’s share of the profits derived from some indus¬ 
trial source, such as a farm or manufactory. 
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Returning, now, to those causes which affect rents 
in the sense just described, it becomes obvious, after 
what has been stated with regard to improved machinery, 
that rents must be increased by any circumstance which 
diminishes the expense of cultivation; and, conversely, 
rents must be diminished, if the expenses of cultivation 
should be augmented. Such an augmentation has during 
the last few years been caused by a rise in the wages of 
agricultural labourers; and this is one of the chief circum¬ 
stances which has contributed to the very general reduc¬ 
tion in the rent of land in England that has recently 
occurred. Agricultural labourers in this country have, 
long been worse paid than any other labourers. Each 
year, however, many influences are brought more power¬ 
fully into operation, which will tend to remove such in¬ 
equalities in the remuneration of different classes of 
labourers. Increased education will make those employed 
in agriculture more keenly desirous to sell their labour 
on the best possible terms. The rapid exj,ension of our 
railway system enables labourers to pass easily from one 
district to another. Emigrati»n has already materially 
raised the general rate of wages throughout the country; 
and the influence thus produced by emigration is probably 
destined to be jnuch more strikingly exhibited. But if 
labourers receive higher wages, or, in other ^ords, an 
increased share of the aggregate produce, there is a 
smaller remainder left to be distributed between rent and 
profits. It is of coiirse here assumed that the productive¬ 
ness of land, labotir, and capital remains unchanged. If 
the rise in wages is aJiconipaniod with no reduction in the 
general rate of profit throughout the country, then rents 
must suffer. This is sure to be the case if the rise in 
wages is not general, but is* confined to agricultural 
labourers, because, under such a supposition, nothing 
would have occurred to gffect the general rate of profit in 
other businesses, aUd, * therefore, the profits made by 
farmers cannot continue to be exceptionally lower than 
the profits realised in other trades. But the theory of 
Ricardo supplies a test ,which will indicate how rents are 
affected by any change in the economic condition of the 
country. This theory defines the rent of any particular 
land to be the difference between its produce and the 
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produce of the worst land in cultivation which pays no 
rent. Therefore, the important thing to ascertain is, 
whether the margin of cultivation has or has not descended. 
If, for in.stance, the -wages of agricultural labourers were 
materially to increase, without any alteration in the value 
of agricultural produce, and without the introduction of 
improved methods of tillage, much of the land which is 
now cultivated would cease to return any profit; the 
margin of cultivation would ascend, and there would be a 
general fall in rents. In this sense, therefore, the interest 
of the landlord is opposed to that of the labourer. Again, 
jf the general rate of profit throughout the country were 
to rise, the profit realised by farmers would also rise. The 
popre^t land in cultivation would not yield to the farmer 
this increased rate of profit. This worst land, therefore, 
would cease to be cultivated, the margin of cultivation 
would ascend, and in this case, also, the rent of land would 
be reduced. A rise, therefore, in the rate of profit, or in 
the rate of wfiges, unless accompanied by some counter¬ 
acting circumstances, will^causc rents to decline. Hence, 
it would appear that the interest of the landlord is opposed 
to that of the labourer and the capitalist. This conclusion 
has been the source of much of the opposition expressed 
towards Ricardo’s theory. But it is difficult to understand 
why such a conclusion should be regarded as so very 
objectionable. If the produce of the land is distributed 
amongst rents, wages, and profits, it is obvious that the 
more there is allotted to labour the less there will remain 
to he appropriated as rent. The oppo.sition of interest in¬ 
tended to be expressed by Ricardd does not imply that 
the interests of any one, class are opposed to the general 
welfare of the country, for all the three classes may parti¬ 
cipate in any general improvement. Thus, if an increased 
quantify of produce is obtained from the la&d, there will 
be more to be distributed, ancients, wages, and profits 
may be simultaneously increas^ Che opposition of in¬ 
terest which has been spoken of only refers to variations 
in the relative magnitude of those portions or shares into 
which wealth is distributed. 

The rent of land, however, may be far more powerfully 
affected by an increase or decrease of population than by any 
other circumstance. Within a comparatively short period 
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the population of Great Britain has increased 25 per cent.' ®oo* n- 
This implies that at least 26 per cent, more food is required. ^ p"- '»• 
Let us for a moment consider what would occur if this 
increased supply of food had been obtained from our own 
soil In the first place, more laud must have been brought 
under cultivation; the farmer would be remunerated for 
cultivating this worse land by a rise in the price of food. 

The margin of cultivation would thus be greatly lowered, 
the rent of all land would therefore be greatly increased; 
the farmers would be able to pay these higher rents, 
because the price of agricultural produce had risen. It 
therefore appears that a very con.siderable rise, both in the, 
rent of land and in the price of food, must have inevitably 
accompanied this increase in our population. The rise,in 
the rent of land would, under such circumstance's, be 
assisted by two distinct causes: in the first place, rents if 
received in kind would be increased, because the margin 
of cultivation has descended; and, in the second place, 
produce thus received as rent would have bot'ii rendered 
more valuable in cons(>.([uence. wf the ri.se in the price of 
Food. Although for many years^ with this increase of ])opu- 
lation in England,,there was an almost continuous rise in 
rent, yet the rise, whieh might otherwise have taken place, 
was checked by the increased demand for food being to a, 
rreat extent supplied by foreign importation. During the 
iast few years the rise in rents has not only been arrested, 
t)ut there has been a very general reduction of rents. This 
is partly due, as previously explained, to a rise in agri- 
mltural wages, and is also partly due to the fiict that 
IS foreign importation prevented a rise in prices to com¬ 
pensate the farmer for bad crops, he had to submit to 
serious losses which in numerous instances have been only 
/ery partially compensated even by a considerable reduc- 
iion of rent. •As a corroboration of the truth of Ribardo’s 
iheory it may be mentionq^ that the reduction of rents to 
which reference has jwst v/een made has been shown by an 
ipward movement of the margin of cultivation; for within 
;ne last few years of agricultural depression, especially in the 
leavy clay soil of such a county as Essex, considerable 
iracts of land have been thrown oftt of cultivation. 

' [In 1870 the population of England, Wales and Scotland was 

,792,784; in 1887 it was 82,238,650; an increase in seventeen years 

almost exactly 25 per oent.1 
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The remarks which have been made in this chapter on 
the subject of rent would seem to indicate that the rent of 
any particular soil depends upon its natural productive¬ 
ness. But the value of land is rarely due entirely to its 
natural productiveness; little of the land which is now cul¬ 
tivated would be as productive as it is, unless capital had 
been spent upon it. The fens of Lincolnshire and Cam¬ 
bridgeshire were once worthless swamps, but drainage has 
now converted these fens into valuable arable land. In 
such a case, it would appear that the rent which is 
paid is almost entirely due to the capital which has been 
, spent on these improvementa Hence this important ques¬ 
tion is suggested: Ought we to consider as rent the addi¬ 
tional price which is paid for the use of land when its pro¬ 
ductiveness is increased by an outlay of capital on drainage 
and other such improvements ? The rent of land the pro¬ 
ductiveness of which has been artificially created, differs 
in no single respect from the rent of land the productive¬ 
ness of whiclj, has been chiefly derived from unassisted 
nature; and the amount *of rent which is paid in these 
two cases is determined by the same causes. The farmer 
who cultivates a reclaimed fen, can afford to pay in rent 
just so much produce as is left to him, after all the ex- 
.penses of his farm have been paid, and he has himself 
been reimbursed for his own Jabour and capital. He pays 
rent because he is allowed to cultivate a productive soil, 
and it is a matter of no concern to him whether the pro¬ 
ductiveness of the soil is due to natural or artificial causes. 
A portion of rent, therefore, may generally be considered 
to represent a return to capital which has been spent in 
improving the land. And thus rent, though generally 
paid in one sum to the same individual, is almost invari¬ 
ably made up of two distinct components which represent 
different claims, or, perhaps, more properly, different kinds 
of ownership in the soil. Thjs may be readily shown by 
an example of frequent occurr^cen The owner of a life 
interest in landed property is enabled by Act of Parlia¬ 
ment to borrow money to be spent in drainage or other 
permanent improvements, such^ as the construction of 
better farm-buildings. ‘The company or society which 
lends the money is guaranteed repayment by a rent- 
charge upon the land for a certain number of years. This 
rent-charge at the present time is usually six per cent, on 
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the money lent, to be annually paid for twenty-two years. 
The tenants, who receive the first immediate advantages 
of these improvements, gladly allow tnis rent-charge to be 
added to the rents which they previously paid; and, in this 
manner, their rents are composed of two portions, one of 
which is paid for the \ise of the land, and the other is paid 
as a return to the capital which has been expended in 
improvements. A nobleman, whose family have bcum long 
embarrassed, and who.se estates have been conse(iuently 
much neglected, has, in this manner, within the last few 
years spent £70,000 in improving'his (.“state,s. The whole 
of this sum hixs been borrowed upon the conditions above, 
(lescribed. The advantages which have resulted from this 
expenditure have been so great and so immediate, that 
the tenants can afford to have th(!ir rents increased by a 
much greater amount than tlu; rent-charge of (i per cent., 
guaranteed to the coin])any which has lent the money. 
The landlord therefore does not, even in Ihe first instance, 
incur any pecuniary sacrifice for tliese impnivemi-nts, but, 
on the contrary, he at once obtains an increase of rent, 
and after the twenty-two years .have elapsi'd ho is tible to 
appropriate to hiniijelf the entire benefits which arise from 
this improvement in his land. It seems difficult to explain 
why landlords who have not capital of their own do not* 
more largely avail themselves* of the great facilities which 
Eire offered to them for obtaining the requisite capital to 
improve their estates. Although in many instances the 
land of England has been greatly improved in recent years, 
7 et in every county many important agricultural improve¬ 
ments, such as drainage and the construction of bettenfarm- 
buildings, still require the expei^iture of a considerable 
amount of capital, to which not only a large prospective 
but even a large immediate profit would be returned 
From Ricairio’s theory of rent there can be deduced the 
very important propositiori* that rent is not an element of 
the cost of obtaining agricultural produce. A no less 
sminent writer than Mr Buckle has assured his readers 
that the proposition just stated can only be grasped bj 
I comprehensive thinkef; we, however, believe that it 

E ay be made very intelligible by a simple exposition. If 
nt is not an element of cost of production, food would 
e no cheaper if all land were arbitrarily made rent free. 
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Let us, therefore, inqtiire if this would be the case. It has 
been frequently stated in this chaptc^r that there is always 
some land in cultivation so poor that it can only afford to 
pay a nominal rent, the produce, it yields being no more 
than sufficient to reimburse the expenses of cultivation. 

Let us now suppose that all laud is made rent free by 
an arbitrary edict of the Government. Such an act of 
spoliation, although it would unjustly interfere with pro¬ 
perty, would not cause any dimimition in the consumption 
of food ; the same quantity of agricultural produce would 
bo required as before; tlie same area of land would tbere- 
,fore have to be cidtivated. That land woidd consequently 
still require to be tilled whic^h pn-viously only paid a 
nemipal rent; but if food was rendered cheaper, by making 
land rent free, this land, which before only paid a nominal 
rent, would be cultivated at a loss. No person, however, 
will continue to apply his labour and capital if he does 
not obtain in return the ordinary rates of profit, and, there¬ 
fore, if food Jjecame cheaper, such land as we have just 
describ(td would cease to* be cultivatcsd; but this cannot 
be, because the d('mand i>f the country for food is such 
that the produce which this land yields cannot b(s dis¬ 
pensed with. It is therefore manifest that food would 
► not become cheaper, even if land were made rent free. 
Rent cotisequently is not an element in the cost of pro¬ 
duction. The value of food is, cwteris paribus, determined 
by the demand for it, because the demand for food regu¬ 
lates the margin of cidtivation. Although the payment 
of rent docs not influence the co,st of prochicing food, yet 
the amount of rent paid indicates the position of the 
margin of cultivation, i^nd the value of food must rise as 
this margin of cultivation descends. 

It has already been remarked that Ricardo’s theory im¬ 
plies activity of competition. In many couittries, however, 
this activity of competition do^^not exist, but is interfered 
with by various customs. In succeeding chapters many 
of the various land-tenures which exist in different countries 
will be described, and we shall be thus led to consider 
whether the conclusions deduced from Ricardo’s theory 
apply to those countries, such as India, where the tenure 
and the rent of land are ^influenced by various causes 
besides activity of competition. 



CtTAPTKR IV. 

ON WA(ii':s. 

I T has boon impossible to oxpoinid the general laws,of 
rent without mentioning the other two portions into 
which wealth is distributed; namely, wages and profits. 
But, as yet, we have not (!xamined the laws which regu¬ 
late wages and profits; it will therefore be convenient in 
the first place to devote a chajrter to the subject, of wages; 
we shall then eousidi'r profits;» and when we have tlius 
completed an examination of the laws concerning rent, 
wages and profits, we shall be in a position mon*. clearly 
;o understand some special but important cpiestions con- 
;eniing the distribution of wealth. , 

In previous chfhptcrs it been shown that eapital is 
he fund from which labour is remunerated, and it has 
leen customai’y in most treatises on pJlifieal ('conomy to 
lescribe that portion of the capital of a country which is 
levoted to the payment of wages as the w'jiges-fund. 
Vithin the last few years there has been a co)i.sidurable 
unount of discussion on what is termed the wagi.'s-fund 
heory. The late Mr W. T. Tfiomton in his book On 
jubour denied the existence of a wages-fund, and Mr 
['hornton’s r<^iarks on the subject attracted th^ more 
ttention because they induced Mr J. S. Mill to announce 
limself a convert to*Mr' Thornton’s views in opposition 
0 the opinions expressed in his ‘Principles of Political 
Economy',’ We cannot help thinking, however, in spite of 
he high authority deservedly attributed to Mr Mill and 
Ir Thornton, that far too much importance has been 

^ See Essaye and Dissertations by J. S. Mill, vol. 4, p. 43, in a review 
f Thornton On Labour. 
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given to the controversy, and that Mr Thornton’s objec¬ 
tions mainly rest upon a misconception of the wages- 
fund theory. In order to give the reader an idea of the 
nature of the controversy, wo think we cannot do better 
than make a brief statement of Mr Thornton’s argument 
and of the rejoinder it elicited from the late Professor 
Caime,s, who from his eminence as an economist may be 
justly regarded as the leading advocate of the wages-fund 
theory. 

Mr Thornton contended' that there was really no such 
thing as a wages-fund, "because no individual employer 
I possessed a fund which must necessarily be expended in 
wages and in no other way, and he argued that the 
natiopal wages-fund, if it existed at all, could only be 
made up of an aggregate of similar funds owned by capi¬ 
talists. He maintained that so far from such funds exist¬ 
ing in the hands of individual employers it was a mere 
mockery or childishness to suggest it. This line of criti- 
cistn however ..betrays a fundamental misunderfstanding of 
the wages-fund theory. No one ever imagined that there 
was a feum of money set a})art for the payment of wages 
over which its owners had no real control., which must of ne¬ 
cessity be devoted to paying wages and to nothing else. The 
‘theory, as originally propounded by Mr Mill and as under¬ 
stood by‘'Cairnes and others, is this:—the character of the 
national industrie.^ being given, a certain proportion of the 
capital seeking remunerative employment in these indus¬ 
tries must be. devoted to the payment of wages. ‘ Assum¬ 
ing,’ says Prof. Cairnos“, ‘a certain field for investment and 
the prospect of profit in this such *as to attract a certain 
aggregate capital, and assuming the national industries to 
be of a certain kind, the proportion of this aggregate 
capitaj which shall be invested in wages is not a matter 
within the discretion of capitalists, always supposing they 
desire to obtain the largest practical return upon their 
outlay. To accomplish this, the instmments of production, 
labour, fixed capital and raw material, must be brought 
together in certain proportions—a condition which requires 
as I have shown,—the ^supply ^f labour being given,—a 
distribution of the aggregate capital in certain proportions 


* On Labour, pp. 84, 85. 

Leading Principles of Political Eeommy, pp. 218, 219. 
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among those instruments. Supposing, now, capitalists to 
succeed in forcing down the rate of wages below the point 
at which, having regard to the mimbcr of the labouring 
population, the amount which the fulfilment of this con¬ 
dition would assign to the payment of wages, wiis absorbed 
—either the capital thus withdrawn from the wages-fund 
must remain uninvested, or if invested and not invested 
in wages, it would take the form of fixed capital or raw 
material. But by hy))othesis, the fixed capital and raw 
material were already in due proportion to the labour force 
and they would consecfuently now be in excess of it. A com¬ 
petition amongst capitalists for labour would consequently 
ensue; and what could this end in but a restoration to 
the wages-fund of the amount withdrawn from it ?’ , • 

If, as we believe to b<' the case, the view (‘xpre8.sed in 
the f()rogoing })as.sage is correct, it becomes obvious that 
wages in the aggregate dej)end upon a ratio between 
capital and popidation'. If the numbta- of the labouring 
population remains sl.ationary, wages cannot rise, unhiSs 
the capital of the country is fucreased; but if, on the 
ather hand, there is an incn.'ase in the number 'of the , 

labouring populatien unaix-ompanied by any augmonta- Uteamnij 
iion in the capital of the country, then wages must . 

Icchne. The truths whuih have been just stated are in* 
copular language expre.ssed smuewhat differently, for wages pend upon 
ire commonly said to be regulated by supply and demand. 
iVe shall be able to show that this means the same thing; piy/’ 

1 Prof.Henry Sidgwiok in his recently published work(188H), I'riueipleuo/ 

Political Economy, discussesst some length ((’hup. vnt., Hookg) the “ wages- 
und” theory, whicli he joins Thornton in condemning. He points out that 
n the present chapter suflicient distinctioi^ is not made between what he 
losignates “ wages-capital ” and “ non-wagcs-capital,” and that genera! 
rages can only be affected by an increase or a decrease in the former. 

Ve do not pause here to consider whethef “ wages-capital ” does pot bear 
, strong rcsembhlhoe to the wages-fund which has lately been the subject 
f so much criticism: but it niay be said in reply to the objection 
ast quoted that in stating broainy that wages depend upon the rape 
etween capital and popnl^ort, we think it is sufficiently clear that—the 
ature of the national industries being given—every increase of capital 
jeans an increase in certain tolerably definite proportions both to 
wages-capital” and to “non-wages-capital.” At the end of Chap, w., 
look 3, of the present volume, dn endcavo^pring to show the effect which 
jay be exerted on the laBourers by tlie conversion of circulating into 
xed capital, the distinction which Prof. Sidgwiok points out between 
wages-capital” and “non-wages-capital” has been fully recognised, 

Ithongh these expressions have not been used. 
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but ‘supply and demand’ is a hackneyed phrase not \infre- 
quently employed without an accurate knowledge of its 
real import. Let us, in the first place, inq^uire what 
is the meaning of the expressions ‘demand for labour’ 
and ‘supply of labour.’ A demand for labour can only 
be caused by those who have the means of remu¬ 
nerating the labourer. But the remuneration which 
is intended to be given to the labourer is capital; therefore 
those only can exert a demand for labour who can apply 
capital for the remuneration of laboiir, and the greater the 
amount of capital to be Applied in this manner, the greater 
• will bo the demand for labour; it therefore appears that 
the expression ‘demand for labour’ may be replaced b}' 
s(«Tie,8Uch phrase as ‘capital seeking to be devoted to the 
employment of labour.’ Again, supply of labour may be 
estimated by the number of those who are anxious to 
labour; consecpiently an increase in the supply of labour 
is e(iuivalent in its meaning to an increase in the ntimber 
of the labouring population. When, therefore, we say that 
wages depend on the ratio' between capital and population, 
we state the same principki as those who affirm that wages 
are regulated by demand and supply. 'This latter mode of 
expressing the principle is not incorrect, but the. words 
‘demand and supply convey no definite meaning, whereas 
every Id'w concerning wages’ must be deduced from the 
fundamental conception of a ratio between Capital and 
population. 

The law just stated goes no farther than to indicate the 
source from which wages arc supplied; this law affirms 
that wages cannot generally rise or fall, unless the capital 
or population of the cv^untry is either increased or de¬ 
creased. No (juestion in economic science can be of more 
practical importance than the attempt to ascertain the 
causes which regulate the rate of wages. In no country 
has capital increased more rapidly than it has in England 
during recent years; the extension*’of our commerce and 
the increase of our national wealth have been (juite un¬ 
precedented. Numberless statistics may be quoted, each 
of which would prove a,wondroue development of our com¬ 
merce and trade. In twelve years, from 1849 to 1861, 
our exports advanced from 60,000,OOOi. to the value of 
120,000,000/.; they were in 1881 297,000,000/.; there 
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has been a corresponding increase in our imports; for they “ook n. 
have steadily advanced until in the year 1881 they reached > - 

the value of 397,000,000^.* The opinion is not unfrecpiently Has the 
expressed that this remarkable growth of wealth has not of 

been accompanied by any corresponding improvement in 
the condition of the labourers, and it has been contended thdr^coii- 
by, amongst others, Mr George, in his Poverty and Pro- ‘Utionf 
gress, that there has been no improvement at all. When 
the fifth edition of the present volume was published, 

England had lately (1873-4) passed through a period of 
exceptional trade activity, which had been accompanied by 
a marked rise in general prices. I'his rise in prices mate-J 
rially added to the cost of living of the working classes. 

Some idea may be formed of the infiuence^ thus exerted 
from the fact that, owing to a rapid increase in the delnand 
for coal, produced to a great extent by the additional (|uan- 
tity of coal rccpiiretl for the smelting of iron, coal advanced 
in price about I3.v. a ton. It is estimated that the annual 
consumption of coal for household purposes^in England is 
about 20 , 000,000 tons, and in «onse(|uonce the rise in the 
price of coal entailed u 2 »on the general body of householders 
a charge of 13,OOQ,0()Oi. a year, an amount ecprivalcut to 
about ono-half the interest of the national debt. There 
can be no doubt that the increase in the cost of living in, 
this period of industrial activity was severely felt by 
various sections of the working classes. Lord Brassey 
has shown in his book entitled Work and Wages that 
taking the period between 1854 and 1869 the rise in wages 
had varied greatly in different employments. In some 
industries the rise had certainly not been sufficient to pro¬ 
vide an adequate compensation for the increase in the cost 
of living to which reference has yust been made. Taking, 
however, a review of a longer jiariod, it can, we believe, be 
conclusively ^jstablished that there has been a Aiarked 
improvement in the gengr.al condition of the industrial 
classes since the adaption of free trade, the extension 
of the railway system and the introduction of other 

1 [In 1886, as compared wilh 18sl, there has been a decline in the 
value of both exports and imports. The figures are: exports, 1886, 
£268,667,017; imports, 1886, £319,86.8,472. The diminution is to a 
considerable extent due to a fall in prices rather than to a decrease in the 
.quantity of goods imported and exported.] 
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improvements in the means of communication. At the 
time (1842) when Sir Robert Peel began his series of 
great financial reforms which ultimately led to the com¬ 
plete abolition of protection, there was scarce^ a single 
article of foreign produce imported which was not heavily 
taxed. At that time our tariff contained nearly 1,200 
import duties: nearly the whole of these have been re¬ 
pealed, and at the present time almost the entire amount 
of the revenue levied on commodities either of home or 
foreign growth is obtained from six articles—spirits, wine, 
beer, tobacco, tea and coffee. The remission and reduction 
of duties and the removal of all protective imposts upon 
foreign prf)ducts have materially cheapened almost every 
article of general consumption except meat and dairy pro¬ 
duce, and this reduction in price is particularly felt in un¬ 
favourable seasons. Formerly, when there was a falling off 
in the supply of home produce the restrictions that were 
imposed upon foreign importation often caused the neces¬ 
saries of life to advance to almost a famine price, and 
wide-spread misery resulted which is now happily never 
witnessed. Miss Martineau, in her admirable History of 
the Thirty Years' Peace, gives a most vivid description of 
the state of the country in 1841:—“ The distress had now 
so deepened in the manufacturing districts as to render it 
clearly inevitable that many must die, and a multitude be 
lowered to a state of sickness and irritability from want of 
food....In Carlisle the Committee of Imjuiry reported that 
a fourth of the population was in a state bordering on 
starvation—actually certain to die of famine unless relieved 
by extraordinary exertions....In Stockport more than half 
the master spinners had failed before the close of 1842: 
dwelling-houses to the number of 3000, were shut up; and 
the occupiers of many hundreds were unable to pay rates 
at all. ' Five thousand persons were walking (the streets in 
compulsory idleness.” 

It is almost impossible now to form a conception of the 
abject misery in which many of the agricultural labourers 
lived in those days. We can well remember when the 
ordinary wages of agricultural labourers in Wiltshire and 
Dorsetshire were not mdre than 7s. or 8 s. a week. Some 
striking examples of the abject wretchedness of many of 
the rural population are to be found in Mr John Morley’s 
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Life of Oobden. “In vSomersetshire the budget of a 
labourer, his wife and five children under ten years of age, 
was as follows :—Half a bushel of wheat cost four shillings; 
for grinding, baking and bixrm, sixpence; firing, sixpence; 
rent, eighteen penc«!; leaving out of the total earnings of 
seven shillings a balance of sixpence to provide the family 
with clothing, potatoes, and all the other necessaries and 
luxuries of human existence.” In Devonshire the anti- 
corn-law lecturers found that the labourers “ seldom saw 
meat or tasted milk; and that their chief food was a 
compost of ground barley and potatoes ” {Life of Cobden, 
Vol. I., p. 15G). , 

Although there may now be fluctuations from year to 
year in the condition of the industrial classes, nothing cp.u 
more conclusively show the marked improvement which 
has been secured than the fact that although we have 
lately had to contend with a series of unfavourable seasons, 
and many branches of industry have b<!on seriously de¬ 
pressed, yet there has been no approxiniation to any 
such wide-spread suffisring as •that which h>is been just 
described. Severe lo.sscs have, within the. seven* years, 
from 1876 to 18^, had to bi! borne by those engaged 
in agriculture and other branches of trade, but it cannot 
be doubted that^ these losses have in numerous instancest 
fallen more upon the emplayer than the empleyed; for 
far from there having been any'scarcity of food, the price 
of all articles, except meat and dairy produce, has been 
exceptionally low; and this diminution in the cost of living 
has not only provided the labourers with a compensation 
in those cases where *wages have been reduced, but has 
enabled a period of trade dcprgs.sion to be tided over 
without that wide-spread misery which had so often to be 
endured in the past. 

Although i^e have thus endeavoured to show that there 
has been a decided advangp, yet it cannot be denied that 
the general conditio* of the people admits of almost in- 
lefinite further improvement. There is still much poverty 
in our midst, and we shall in a subsequent chapter have 
occasion to lay special stjess on the wretched dwellings in 
which so large a proportion of 6ur population live. If, 
tjherefore, the mass of the joeople have not benefited to so 
Itogo an extent as they might have done by the remark- 
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able increase in wealth which has occurred in recent years, 
it becomes of the first importance to inquire what are the 
agencies which have acted prejudicially upon the general 
condition of the people. 

Ileferenco has been already made to the fact which was 
established after most careful investigation by Lord Brassoy, 
that the rise in wages has been so unequally distributed 
that in some trades wages have remained almost sta¬ 
tionary. In those instances, in accordance with the 
principle already established, it may be concluded that 
an increase in the demand for labour must have boon accom- 
^panied by a nearly corresponding increase in the supply. 
It is important to bear in mind that the supply of labour 
cap be increased in two different ways. In the first place, 
the number of the labouring population may be augmented; 
secondly, the invention of new machines and other in¬ 
dustrial improvements may, by economizing labour and 
renderitig it more efficient, produce just the same effect 
in inci’casing its supply as if an addition wore made to 
the number of the labouring population. It can be easily 
shown that both of those agencies have boon in such active 
operation that they must have exerted a very considerable 
infiuence in increasing the supply of labour. With regard 
,to the addition made to the actual number of the labour¬ 
ing popslatiou, it is scarcely necessary to say that the 
population of the country has been rapidly advancing 
during the period to which we are now referring. It 
is, moreover, particularly to be borne hi mind that any 
increase in the demand for labour is sure, in the present 
social condition of the country, tif call into activity an 
influence w'hich must ultimately lead to an increase in 
the supply of labour. There is no fact more clearly de¬ 
monstrated by the returus of the liegistrar-deneral than 
that aJh increase in the number of marria|e8 is the in¬ 
evitable result of an advance^jn wages. In one of the 
(juarterly reports of the Registrar-General the following 
passage appears, and many similar ones might bo quoted: 
“ The population engaged in the production of coal and 
iron are recovering from depression, and are again marry¬ 
ing and giving in marriage at tkeir usual pace.” In the 
Quarterly Report issued in October, 1873, it was stated 
that the prosperity of the country was proved by the high 
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marriage-rate prevailing. Again, in the same rcj)ert it 
was inferred from the marriage returns, that th(* prosperity 
which on the whole this country had enjoyed during the 
two previous years, had not hecui diffused amongst all 
sections of the community, but that, speaking generally, 
it had been experienced principally in the coal and iron¬ 
mining districts; to a less degree amougsl tlte population 
engaged in the cotton and woollen manufactures, and very 
little, if at all, in the purely agricultural parts. It, thcr(^- 
fore, appears to bo distinctly provcid that directly the 
labourers obtain any advance in ^v^».ges they call into opera¬ 
tion an influence which sooner or later must exert a. 
tendency again to reduce wages. 

As wo have before remarked, it. is not sokdy l)y ^n 
increase of population that the su[)ply of labour is in- 
crea.sed. If some machine is invented, or some new 
method of carrying on industry is introduced, which en¬ 
ables 20 men to do as much work as befon; was done by 
100 men, it is obvious that the supply of la])our, so far as 
a particular trade is ccnicernofl, is augmented tive-fold. 
Innumerable instances might ,be given in which* labour 
has been thus ccojiomizefl t(» a most rmnarkable extent. 
In fact, the extraordinary increase in the ](reduction of 
wealth, which h^ characterized the last :l() years, would 
have been impossible if indiwtry had been carried on with 
its old appliances. Again, (jiioting Lord^Hrassc^y, it appears 
that iVIr Nasmyth, in his evidence before th(( Trades’ irnion 
Commission, stated that by the introduction into his work¬ 
shops of self-acting tools, he was able to dispense with all 
that class of men wh(? depended upon mere di.-xterity, and 
he reduced the number of rnep in his emjdoyment by 
fully one half 

^Numerous instances may also bo given of the extent to 
which empldyers are induced to economize labour by the 
introduction of improved industrial processes, when trade 
is unfavourably affected by any such circumstances as a 
deficiency of raw material or a scarcity of labour. Thus 
it is said: “ In their gallant struggles in the difficult times 
following the war in Aragrica, our manufacturers developed 
fhe resources of machinery to a’greater extent than had 
|ver been attempted before, and they succeeded in making 
considerable reduction in the amount of labour em- 
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ployed.” In consequence of the extremely high wages 
which are prevalent in the United States, the Americans 
are far more interested than we are in England in apply¬ 
ing machinery with the view of saving labour. Machinery 
is not only far more largely used in agriculture in the 
United States than it is in England, but many of the im¬ 
provements which we have introduced into agricultural 
implements have been obtained from America. We find it 
stated that, “In the United States the application of labour- 
saving machinery to agricultural operations is increasing 
every year. The number of patents issued for agricultural 
.implements Wiis in 1847, 43; in 1863, 390; in 1864, .563; 
in 1866, 1778; and in 1867, 1800.” It can scarcely be 
doubted that even the comparatively small rise of 2s. or 
3s. a 'week wliich has taken place in the wages of English 
agricultural labourers since the formation of agricultural 
unions, has already acted as a stimulus to many farmers 
to adopt various means of economizing labour, such as the 
employment qf more machinery. If the supply of agri¬ 
cultural labour in this cotintry should be diminished, as 
seems not improbable, by a, large emigration of agricultural 
labourers, it cannot be doubted that the farmers would be 
prompted to make still greater efforts to economize labour; 
*ind thus the rise in wages which would, naturally result 
from a diminution in the supply of labour would be to a 
considerable extent counteracted. 

It is made sufeciently clear from such instances as 
those just enumerated, that increased production of 
wealth does not necessarily cause a proportionate increase 
in the demand for labour, but, on"the contrary, it may 
very possibly happen thqf the discovery of some machine 
or some new industrial process may so economize the use 
of labour, as to cause the demand for labour to diminish at 
the very time when there is an increase in tSe production 
of wealth. It is important to ^ear this in mind, because 
we are too prone to conclude the(k every class in the 
community must immediately participate in the greater 
prosperity which is supposed necessarily to accompany an 
increased production of wealth. , No doubt the commu¬ 
nity is ultimately benefited by the invention of improved 
machinery, but we must remember that the advantage 
thus secured is often accompanied by a severe loss to 
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certain classes of labourers. The invention of new ma¬ 
chinery, as we have seen in the case of Mr Nasinyib’s 
works, may, by economizing labour, so much diminish 
the demand for labour in a particular trade as to thmw 
many out of employment. As previously pointed out, 
the invention of a new machine generally enables some 
industrial process to be mechanically performed which 
before needed manual skill. A class of labourers may 
thus find that they are suddenly deprived of the pecu¬ 
niary advantage which they are able to secure from 
the possession of some particular skill. A serious loss 
may thus be inflicted on certain classes of workmen;, 
they may have to seek some new employment in which 
the skill which they possess, a(!(juired after a long ayd 
expensive training, is no longer of any use to them.*' As 
an example of the loss which workmen may thus suffer, 
we have seen thjit Mr Nasmyth was able, through the 
introduction of improved machinery, to dispense with 
the labour of all that (dass of men wlu) <lypouded upon 
mere dexterity, and to reduce* the number of his men 
by one half. The men who ^ere thus dismissed were 
of course those vko were in receipt of the highest 
wages. 

The considerations here adduced are, wc believe, suffi-* 
cient partly to account for the fact that the increase in 
the remuneration of labour has not been at all propor¬ 
tionate to the increase in national wealfh, and that many 
workmen have scarcely participated at all in what is so 
constantly described as a remarkable growth of national 
prosperity. The coin|)aratively small extent to which it 
appears that the labourers have ^benefited by a great in¬ 
crease in the production of wealth is doubtless in part 
due to the fact, that only a portion of the wealth annually 
saved or accumulated in England is invested in our own 
industry. 

Our national capital may be regarded as divided into 
two portions, one of which is retained for the maintenance 
of home industry; the other portion is exported, being 
lent to foreign governments, or embarked in various 
foreign investments, sudh as railways, mines, irrigation 
^orks, etc. All that portion of our national capital which 
jjp thus exported exercises no immediate influence in 
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raising the wages of our own labourers. It is for the 
time, so far as our own labour market is concerned, non¬ 
existent. Too little consideration is generally given to 
the vfist amount of capital which is thus annually drawn 
away from England. It would be impossible to state the 
; exact amount of this drain, but some idea may bo formed 
^ of its magnitude by considering the vast amounts which 
I are annually lent by English capitalists to foreign govem- 
I irients. Almost tivery country in Europe spends more 
! than its revenue, and the deficiency is to a considerable 
j extent supplied by loanif rai.sod in England. 

J This excessive expenditure was caused by the example 
of the imperial government in France, for with the csta- 
1 blishment of the Second Empire commenced that system 
of rivalry in military armaments which is mainly respon¬ 
sible for the great increase in the national debts of almost 
all European countries. It is perfectly well known that 
England has supplied a very considerable proportion 
of the loans,which hav'o biien raised by Russia, Ital}’’, 
Turkey, and Egypt. Thw being the case, we are able to 
form sbme idea of the estent to which, during the last 
30 years, English capital has been exported, instead of 
being reproductivcly employed in home industry, when it 
•is found that between the ytiars 1848 and 1886 the na¬ 
tional dtibt of Ru.ssia incixsased from 100,000,000^. to 
o33,000,000f., an^ that of Italy from 30,000,000i. to 
458,600,000t Turkey raised her first foreign loan in 
1854; .since that time by repeatedly borrowing, chiefly 
in the London money market, slm has accumulated a 
debt of 223,000,000i. Egypt raiseci her first foreign loan 
in 1862, and her debt ir^l886 was 103,000,000'. A great 
amount of English capital was also invested in the loans 
which ^ were raised by America during the Civil War. 
Again, various industrial enterprises, sucH as railways, 
which have done so much t* stimulate the production 
of wealth in England, have alscP exercised a power¬ 
ful influence in causing capital to be exported from 
England. Thus, in a few years no less a sum than 
90,000,000^ of English^ capital .was invested in Indian 
railways. We therefore think that the small increase 

I These figures are obtained from the late Mr Dudley Baxter's work 
on National Debts, and from the Statesman’s Year Book, 1887. 
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which there has been in the remuneration of labour in 
this country, when compared with the increase in her 
aggregate wealth, may be partly accounted for by the 
fact that only a portion of the wealth p(>sses8(!d by 
England is invested as capital in her own industry, and 
it is this portion which can alone produce any immediab; 
effect in raising the wages of her labourers Probably, 
however, the circumstance that has had the greatest effect 
in retarding an increase in the n'lnuneration of labour 
is the fact that hitherto, whenever there has been an 
advance in wages consetiuent (Jii an increased demand 
for labour, two powerful infhumces liave been brought, 
into operation again to reduce wages; for it has been 
shown that additional wages not only stimulate an yj- 
crease of population, but also cause iJie adopti(;n of vmious 
m(!ans for economizing labour. 

As almost every iiuestion concerning wages is inti¬ 
mately connected with the laws of pepnlatien, it w'ill b(! 
desirable hero to make some I’chu'enee (o tjie.se laws, and 
to the distinguished economist’by whom they w'ere first 
expounded. Malthus enunciate<l,these laws in his celebrated 
Essay an Populati(i>7, published in 179X, a. work which gave 
a new aspect to the speculations of political economists. In 
this essay the restraints upon jiopulation an' classified a*), 
positive and preventive. Pjositive cheeks on population 
are, according to Malthus, cau.ses over which an individual 
has no direct control, such as the mortality arising from 
famine, disease, or the ravages of war. In all civilised 
countries a certain number of people are restrained from 
early marriages by feelings of prudence, and then the 
population is kept down by what Malthus called a pre¬ 
ventive check. Malthus examines the social condition of 
each country, with the view of ascertaining whether pre¬ 
ventive or positive cheeks are the more efficient in restrain¬ 
ing their population. The ijpscription which from this point 
of view he gives of *he most important countries may be 
still read with great interest. His entire essay is most 
suggestive, and the time which has elapsed since its first 
appearance at the commencement of the presrmt century, 
iJias detracted little from its value* or importance. 

It is quite evident that population must be restmined 
^ some check, for if all married when they arrived at 
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maturity, this earth would not merely fail to feed, but 
would scarcely oven offer standing-room for the countless 
millions that would he born. This may be exemplified by 
an illustration from natural history: ‘the elephant is 
reckoned the slowest breeder of all known animals, and I 
have taken some pains to estimate its probable minimum 
rate of increase. It will be under the mark to assume 
that it breeds when thirty years old, and goes on breeding 
until ninety years old, bringing forth three pairs of young 
in this interval. If this be so, at the end of the fifth 
century there would be alive fifteen million elephants, 
descended from the first pair*.’ It is stated in the late Prof. 
Cairnes’s Essays that the population of Ireland more than 
do,ubled itself in the thirty-eight years between 1767 and 
180.6''. The population of a country, under favourable 
circumstances, has been known to double in a period of 
twenty years, and so great is the power of man’s multipli¬ 
cation, that the world might soon be far more densely 
populated thajU it is now, by the progeny of a single pair, 
if none of these positive of preventive checks which act in 
various countries were brqjight into operation. It is the 
opinion of Malthus, that throughqjit thQ Eiust, and formerly 
in most European countries, the population has been 
restrained by such positive checks as famines, destructive 
wars, negligent rearing of .children, and the unskilful 
treatment of terrible diseases, not unfrequently caused by 
an insufficiency of food, which often appeared in the 
form .of periodic plagues. It is estimated that the plague 
known as the Black Death, which swept over Europe in 
1347-8, destroyed in England alone*the lives of more than 
one half of the population. In almost every country these 
positive checks still operate, but with much less powerful 
effect. In England, for .instance, there is a great mor¬ 
tality amongst the children of the poor, whieh is no doubt 
chiefly due to the unfavouraljle circumstances in which 
they live. In many districts one «half of the children 
belonging to the poorer classes die before they are five 
years old. In some European countries, population is 
restrained by law. In Norway^no couple is allowed to 
maiT)' until it can be proved that the man and wife pos- 

* Darwin, Origin of Specie/. 

’ Political E/mys, by Prof. J. E. Caimei. 
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ftess jointly a certain amount of money. In other countries, 
l^ruciential feelings, which almost amount to a general 
‘iCustom, prevent early marriages, and in this manner re¬ 
strain population. In some of the Swiss cantons, a man 
;tarely marries before he is thirty, nor does a woman marry 
before she is five-and-twonty. 

In some'exceptional cases the condition of the lahonr- 
g classes may for a time suffer no deterioration, although 
either positive nor preventive checks on population are in 
ery active operation. In a new colony with a healthy 
ilimate, arid a great breadth of* fertile and unoccupied 
,nd, population may for a tim<! continue ^o expand with 
arcely any let or hindrance; but in a cioimtry like England, 
the population were not restrained by some checks^the 
ihour-market would soon beconu* so redundant that the 
ourers would be reduced to abject poverty and misery, 
middle and upjjcr classes display, as a general rule, 
iderable pru<lencc; tlmy do not often maiTy unless 
have a reasotiable prospect of being abk' to bring up 
.mily in a state of social comfort, similar to that to 
;ch they themselves have b«en accustomed. Hut the 
'urei-s, who form the majority of the population, are 
slightly influenced by such cautious foresight. Even 
ifling temporiary improvement in their materia) pros-’j 
ity ae.ts as a powerful imptdse to induce them C(j marry; 
it is a denionstrated statistical fact,, that the number 
marriages invariably incri'ases with any temjiorary im- 
ement in trade. As previously remarkial, the reports 
he Registrar-Geue(;al yn'ovo that if any pm-ticular branch 
industry becomes prosperous, there is immediately an 
ease in the number of manriaaes among those who are 
loyed in it. . In the case of the labouring classes, pru- 
;e is in a great degree replaced by other restraints 
m populatfon, which indicate a state of society deeply 
be deplored. Of the clkildren belonging to the up{)er 
middle classes, (ftily twenty per cent, die before the 
of five. This proportion is more than doubled in the 
of children belonging to the labouring classes. This 
mortality amongst.poor ch^dren is cau.sod by neg- 
I, by want of. proper food, and by unwholesome dwell- 
; sometimes the parents are too poor to rear their 
rgn properly, but too frequently the premature death 
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of children is due to drunkenness and other excesses of 
which their parents are guilty. If, therefore, the chil¬ 
dren of the poor had during the last ten years been 
treated with proper care, there would be in tnis country, 
at the present time, above a million more children than 
are now living. In this manner the supply of labour may 
be vastly increased. And yet, if any faith is placed in 
the progressive improvement of the people, it must be 
believed that the check upon population just noticed, so 
replete with misery, and associated with so much human 
depravity, will be gradually weakened. But' if this be 
, EO, then it becomes of paramount importance that the 
labouriim classes should, with regard to marriage, exhibit 
prudence; for if increased prudence is not exercised, 
when these positive checks upon population are removed, 
the labour-market will be so over-supplied, that the 
material condition of the labourer must rapidly deteriorate. 

One check upon population, which has not yet been 
referred to, has relieved this country of much surplus 
labour and has been peculiarly beneficial in all its other 
conseqtience.s. For many„ yesirs past, there has been a 
large emigration from the United Kingdom to the United 
States, and to our various colonics. Between the years 
1^1848 and 1864 the total number of emigrants from the 
United Kingdom was 3,863,000: and although of late 
years there have l^eon fluctuations in the amount of emi¬ 
gration, at present there appears to be no likelihood of a 
permanent reduction in its average amount: in 1881 no 
fewer than 243,000 emigrants of British origin left this 
country; [the average for the six years ending 1886 was 
254,000]*. Had there ijpt been this emigration, all these 
persons would have remained at home; the supply of 
labour^ would thus have been greatly increased and a 
depressing influence would have been browght to bear 
upon wages. But this consideration suggests only a very 
small portion of the advantage whbh has resulted from 
emigration. Our emigrants leave an over-supplied labour- 


’ [The number of British and Irish emigrants leaving the United 
Kingdom is immensely in excess of th^ number of foreign immigrants 
arriving hero. In 1887 the tdtal number of English, Scotch and Irish 
emigrants was 281,487, while the total number of foreign immigrants to 
the United Kingdom was only 23,538, see Parliamentary return issued in 
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ket aud settle iu countries where great natural re- 
Pources are undeveloped, and where vast tracts of fertile 
|land are untilled, because no adequate supply of labour 
mas been forthcoming. The rotui-us to labour applied 
Binder such favourable conditions arc of course very great: 
wealth is quickly created, and tracts of land thus peopled 
Py our emigrants rapidly become jiro.sperous coinmor(;ial 
■ommunities. Many of the nations which have been, as it 
were, created by our emigration, afford the mother-country 
■ supply of cheap food, and thus confer upon her a most 
feportant benefit. This naturally leads us to consider 
Bher causes which produce a detcfrioration in the condition 
pf the poor, and which also impede prosperity, when, in a 
“thickly peopled country like our own. population isjiat 
leither restrained, or else relieved by some such agency as 
pmigratiou. 

It has been frecjuently stated that agricultural ])roduce 
jl^nst rise in price if it. becomes necessary to re.sort to less 

I active laml in order to obtain food foi- an increiising 
datiou. Kent, as already’demonstrated, do(!s not 
a part of the cost of producing food, for the* price 
lod is regulated, by the expense of obtaining ))roduco 
land which is so poor that it can only pay a nominal 
If, thereforp, the population of this country rapidly 
need, and the demand for»food became so greflt as to 
er the resort to less productive lan^ nece.ssary, then 
would become much more expensive. It must be 
ys borne in mind that food must rise iu price as 
ilation increases, unless supplies of cheap food arc 
)rted from other countries, or agricultural iniprove- 
Is render our own soil more pijxbictive. If, thendore, 
fration does not relieve the labour-market of its 
lus population, the condition of the labourer wjll bo 
hjuriously affected in two distinct ways: in the first 
jilace, his money-wages will^diminish, oAving to the over- 
afowding of the laboui’-market; and secondly, the neces- 
iaries of life will rise iu value, because there will be a 
fpeator demand for food. If our constantly-increasing 
lopulation hati to be supplied with food entirely from our 
avn soil, it is doubtful whether a sufficient quantity of 
■en the necessaries of life could be obtained; but if there 
not an absolute dearth of provisions, food would 
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under such circumstances enormously rise in value, and 
the greatest distress amongst the labouring classes would 
be sure to ensue. 

The remarks just made upon the tendency of food to 
become dearer as population advances, indicate another 
most beneficial influence resulting from emigration; for 
not only is the home labour market relieved by emigra¬ 
tion, but it also promotes the development of countries 
to which England must chiefly Iwk for supplies of cheap 
food. Emigration, therefore, is not only a chock upon 
population, but it is in every respect most beneficial in its 
■ results; it causes wages to rise, or rather prevents their 
fall in those countries from which emigration takes place; 
and_by providing supplies of cheap food, it indirectly con¬ 
fers upon the labouring classes another most important 
advantage. It must, however, be remembered that emi¬ 
gration will, after a time, cease to be a remedy for over¬ 
population. Some of the facts already mentioned show 
that population has, under favourable conditions, such a 
high rate of geometrical increase, that our colonies might, 
before’ a long period has elapsed, become as thickly peo¬ 
pled as the mother-country. Emigration would then no 
longer afford relief 

It has now been pointed out that thp average rate of 
wages ifeceived throughout‘the country depends upon a 
ratio between capital and the number of the labouring 
population. The capacity of increase is so great, that if 
some powerful checks are not placed upon population, the 
condition of the labourer must rapidly deteriorate; for the 
greatest accumulation of capital tliat has ever occurred 
would entirely fail to qfeate a demand for labour in any 
way proportionate to the supply of labour which would be 
forthijoming, if man’s power of multiplying his species 
were not restrained by some very efficient fiauses. When 
indicating the various ways in which population may be 
restrained, particular importance l«s been attributed to 
^ emiOTation, in the case of a thickly peopled country such ; 
j as England. The future progress of such a country de-' 
I pends to a great extent upoiv her capacity to obtain 
i supplies of cheap foo^; it has been shown that emi- 
: gration not only relieves her from the burden of a surplus 
I population, but also powerfully promotes the development 
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if those new countries from which cheap food is mainly 
imported. 

Many important questions connected with wages still 
remain to be explained; such, for instance, iis the dif¬ 
ferent rates of remuneration received in different employ¬ 
ments. For not only are higher wages paid in some 
[trades than in others, but it may be ficcpienily observed 
Ithat the wages of one particular class of workmen may 
[rise or fall to a very considerable extent without any 
Variation at the same time taking place in the wages of 
[Other employments. Special circilmstances are connected 
with various employments, whieli must have the effect of 
producing permanent variations in the wages paid in 
different trades. Adam Smith divides the causes whioh 
produce different rates of wages into the five following 
I classes : 
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[ Jst. The agreoableness or disagreeabhiuess of the em- 
t ployments themselves. 

S 2nd. The easiness and cheapness or the difiiculty and 
^expense of leaniing them. 

I 3rd. The constancy or inconstancy ot' employm’ent in 
Ithem. 

f 4th. The small or great trust which must b(\ reposed 
Rn those who exeijjise them. 

I 5th. 1’hc probability or improbability of subcc-ss in 
fchem. 

t Examples of the effects which may bo attributed to 
teach of these different kinds of causes will reailily suggest 
themselves. A collier proverbially earns higher wages 
[than oven many skilled workmen in his own district. 
;,A collier, not working so many, hours in a day, earns 
friore wages than a carpenter. But coal mining is not 
pnly a very laborious, but a very dangerous occupation. 
SPie work is dirty: a man has to labour in the dark, and 
|(ften in very bad air. Wl^n all these circumstances are 
tonsidered, it is easy*to understand that men would not 
||)rk in coal mines unless they were induced to do so by 
high wages. 

J The second circumstance mentioned by Adam Smith 
Urobably produces a greater influence on wages. If a 
nde is difficult to learn, an apprenticeship fee has often 
be paid as a premium for the necessary instruction. 
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This, in the first place, greatly limits the number of those 
who can be brought up to the trade, for comparatively few 
labourers, even if they were inclined to do so, have the 
means to pay such a fee for any of their children; but the 
apprenticeship premium represents only a very small por¬ 
tion of the cost a parent must bear if he brings a child up 
to a skilled trade. An apprentice not unfrequently works 
four or five years without receiving any wages at all, 
and therefore such a youth, until perhaps he is twenty 
years of age, must be kept by his parents. If, however, he 
had entered upon some ordinary unskilled employment, 
he would have been receiving increasing wages from the 
time he first began to work. Every skilled workman has 
Ixni, a certain amount of capital spent in gaining the 
skill his trade requires, and this capital would of course 
not be spent unless an ample future return was given to 
it in the form of higher wages. The difference in the 
wages of skilled and unskilled labour represents a large 
return to the capital wMch has been spent in the skilled 
workman’s education. This must be so, whilst so few of 
our workmen have either the foresight or the means to 
bring their children up to some skilled employment. 
Skilled workmen therefore possess, as it were, the advan- 
• tages of a monopoly. In some skilled employments a 
monopoty is created by nature, for the skill needed 
is so great that, few have the natural capacity ever to 
acquire it. Thiis, as previously mentioned, there is a 
very limited number, amongst all the ‘watchmakers in 
England, who can ever ac(|uire that delicate accuracy of 
workmanship which is needed in the construction of a 
chronometer. Such workmen, therefore, arc endowed with 
a natural monopoly, and they can, within certain limits, 
obtaip almost as high wages as they choose to demami 
The third circumstance mentioned by Adam Smith— 
namely, the constancy or incmstancy of employment—he 
very aptly exemplifies by the case ftf builders’ operatives., 
‘ In the greater part of manufactures a journeyman mad 
be pretty sure of employment almost every day in thf. 
year that he is able tq work. »A mason or bricklayer, oh 
the contrary, can work neither in hard frost nor in foul 
weather, and his employment at all other times depends 
upon the occasional calls of his cu-stomers. He is liable, 



in consequence, to be frequently without any work. What 
he earns, therefore, while he is employed, must not only 
maintain him when he is idle, but make him some com¬ 
pensation for those anxious and desponding momenls 
which the thought of so precarious a situation must some¬ 
times occasion. When the computed earnings of the 
greater part of manufacturing operatives, accordingly, are 
nearly upon a level with the day wages of common la¬ 
bourers, those of masons and bricklayers are generally from 
one half more to double those wages.’ 

With regard to the fourth (lainio mentioned by Adam Amount of 
Smith, it may be remarked that, when a great amount /'*««< re- 
of trust is requisite to be reposed in a labourer, his wages ^atourm." 
are of course higher. A labourer, when ho has demon¬ 
strated that he possesses such qualities as will cause'his 
employer to place confidence in him, can claim higher 
wages, and the employer who gives those higher wages 
is abundantly recompensed. A jeweller has to intrust 
valuable propei-ty to his workmen, and if confidence 
could not be reposed in these'’workmen, their employer 
; would be at a considerable outJay in order to have them 
^constantly watched# and ho would be likewise subjected to 
various other losses aiul annoyances. A considerable por- 
,tiou of the cost gf any commodity does not arise from the 
labour employed in actually •producing it, but is caused 
by the expense of superintending and watching this labour. 

An employer might dispense with such an outlay if ho 
felt assured that his workmen could be trusted ; and such 
fan employer would rqadily devote a part of the expense 
' thus saved to raise the wages of those he employed. 

The following is the fifth and l^t cairse enumerated by Proba- 
(Adam Smith. ‘ The wages of labour in different employ- ®/ 
ipients vary according to the probability or improbability 
^ success in them.’ The circumstance but very slightly 
ffifects those who are usu£^Jy considered to belong to the 
Sge-receiving class.* If a youth is brought up as a shoe- 
®ier, it is almost certain that he will acquire the art 
Bshoemaking. In some of the liberal professions, how- 
jfer. such as the law and^nedicine^ the large remuneration 
®jeived by a few may perhaps be considered to be partly 
^^nterbalanced by the number of those who fail to earn 
^^mpetency in any degree proportioned to the expense 
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which their professional education haa involved. But we 
think Adam Smith, even in the case of the liberal pro¬ 
fessions, has attributed too much influence to the cause 
above mentioned. The uncertainty of success in such a 
profession as the bar is not due to a difficulty in ascer¬ 
taining beforehand whether an individual possesses those 
talents which will fit him for such a profession. Success 
is uncertain, because it depends on extraneous conditions 
which an individual cannot control. A barrister may have 
brilliant abilitie.s, but unless he happens to be acquainted 
with solicitors he may wait for years without a brief. In 
many professions, too, although the fees paid appear to be 
high, yet the average earnings are extremely small. More¬ 
over, in the choice of a profession other motives act more 
pcn'^rfully than a prospect of gain: a profession gives 
position in society, and men of property often join one 
(if the learned profes.sions in order to give them an 
occupation: hence the; competition for employment is 
artificially increased. When therefore any question is 
considered relating to wtiges, (ir to the profits of trade, 
a distkiction ought to be. made between the liberal pro¬ 
fessions and other occupations which,arc resorted to al¬ 
most entirely for the purpose of gain. A clergyman who 
,is only obtaining lOOZ. a year, may feel assured that if he 
were engaged in some other, occupation Iiis income would 
be far larger; but such a man may be prompted by a 
high sense of duly to enter the Ohurch, or he may be 
influenced by the social position he obtains from being in 
it, and therefore he chooses his profession independently 
of pecuniary considerations. Witlf regard to trade, no 
I such feelings can exercise any practical influence; no one 
i can feel that it is his fiuty to bo a grocer rather than a 
baker; a man usually chooses the trade or employment |;o 
whioh^he has been brought up, or the 011 %. in which he 
thinks he can earn the most n^ney with the most pleasure, 
or rather the least inconvenience to kimself. 

The five classes of circumstances to which Adam Smith 
attributes the different wages paid in different employ¬ 
ments have now been enumeraj.ed. Considerable influ¬ 
ence is no doubt produced by each of thef \ classes of 
circumstances; but wages are perhaps more\^cted by 
other causes which are much less frequently bi'^derea. 
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For instance, a fact with regard to wages must have boon j 
noticed by even the most casual observer, that not only i 
do the wages of different employments vary, but there i 
are great variations in the wages obtained in the same 
employment in different parts of the country; it may, 
moreover, be remarked that variati(ms of this kind are par¬ 
ticularly striking with rogiird to many unskillod employ¬ 
ments. During the winter months an ordinary agrienltural 
labourer in York.shirt! earns sixteen or seventeen shillings 
a week. The wages of a Wiltshii-e or Dorsetshire labourer 
doing the same kind of work, amk working a similar num¬ 
ber of hours, are only eleven or twelve shillings a week.. 
This great difference in wages is not counterbalanced by 
other considerations; living is not more expen.sive ,in 
Yorkshire than in Dorsetshire, and the Dorsetshire la¬ 
bourer does not eujoy any partiimlar advantages or privi¬ 
leges which are denied l i> the Yorkshire labourer. This 
inequality in wages is not merely a temiporary dift'eronco, 
and the question naturally ariscis. How caq such a great 
, viuriation in the wages of the kame employment be per¬ 
manently preserved? Why /loos not Ihc; Dorsi^tshire 
labourer remove tu Yorkshire, where he would hi! .able to 
obtain forty per cent, men; for his labour 'I’he obstacle,s, 
however, to suc^^i a migration are too fonnid.able to b(>» 
avercomc even by such a psernium as is oil’ered by this 
lifference in wages. Tu the first plgoe, a Dorsetshire 
abourer of the old school c.an seldom cither read or writis; 
le therefore has little or no information with regard to 
;he wages paid in other districts. His ignorance magnifies 
fche difficulties of removing to a distant 2 iart of the 

I try, and makes him disinclined to leave the locality 
hich he has been accustomed. Again, if ht; has a 
ly, he is far too 2 )oor to pay the expense of convey- 
them to*a comparfitively distant place: for it is a 
that in those couiitiof where wages are lowest, an 
mltural labourei»has rarely saved even a few shillings, 
ae combined influence of the causes just enumerated 
ents labourers readily migrating from one district to 
her in order to avs^l themselves of the advantages 
ih they would secure from a greater demand for their 
nr. A more accurate conception is therefore ob- 
3d of many of the phenomena connected with wages. 


BOOK II. 
OH. IV. 


They vanj 
in different 
distriele. 



Manua,l of Political Economy. 


154 


BOOK IX. 


CH. IV. 


These facts 
are consist¬ 
ent with 
the princi¬ 
ples stated 
above. 


Means of 
improving, 
the la¬ 
bourer’s 
condition. 


The dif¬ 
ference be -, 
tween rates 
of wages in 
different 
districts 
tends to 
diminish. 


if a ctmiitry like our own is considered to be composed, so 
far as certain classes of labourers are concerned, of distinct 
provinces between which there is little migration of labour 
and in which within certain limits different rates of wages 
prevail, or, in other woi-ds, different relations exist between 
population and capital, or between the demand for, and the 
supply of, labour. It is important to boar this in mind 
when wo practically apply those general laws of wages 
described at the commencement of this chapter. But let 
it not for one moment be suppo.sed that these laws are less 
true because it is necessary to place some limitation upon 
.their general application. The wages of the Dorsetshire 
labourers depend as absolutely on a ratio between capital 
and population as if these labourers readily passed from 
oiKi part of the country to another; but their wages are 
far more affected by an increase or decrease of capital and 
population in their own district than by any change in the 
capital or popidation of the whole country. It is also 
evident that i£ Dorsetshire labourers will not go to York¬ 
shire,-the wages of the Yorkshire labourers are not affected 
by an increase in the pojmlation of Dorsetshire. But 
wages in Yorkshire will inevitably be affected if there is 
any alteration in the amount of the capital invested in 
•the district, or if there is any increase or, decrease in the 
number bf those who are seeking employment in the 
locality. If, then/ore, the wages in any particular district 
are too low, there is only one way in which they can 
possibly be raised. Mere sympathy can do little in ad¬ 
vancing the wages of the Dorsetshire labourer: his con¬ 
dition can only be improved either by employing more 
capital in agriculture in ^Dorsetshire, or by restricting the 
supply of labour. This may be effected either by foreign 
cmigr^ion, or by some of the able-bodied labourers re¬ 
moving from these ill-paid districts to localities where 
wages are higher. 

Every year various causes are in Operation which act 
with increasing effect to lessen these inequalities in wages 
which we have just been noticing. A few years since the 
greatest differences in tl^e price «f commodities prevailed 
in different parts of the country. Communication was so 
difficult, that some article of food which was often an ex¬ 
pensive luxury in one part of the country could be had in 
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Bibuiidance in another part. Poultry was four times as 
Idear in London as in many country districts. Railways 
ihave changed all thLs, and now provisions fire almost as 
^heap in London as they are at a distant place like Aber¬ 
deen ; and as people gradually avail themselves of the easy 
mneans of communication between one dLstrict and another, 
Bwages in the same employment will throughout the country 
^approximate to one uniform rate. The more intelligent 
I of our workmen freely leave the place in which they 
f are employed if they think that by doing so their pro¬ 
spects are improved. As our a^yricultural hibounirs gra¬ 
dually become more intelligent, they will show an ecpnik 
readiness to avail themselves of any advantage offered to 
them by a more favourable state of the; labour-marl^et in 
some other locality. 

Although it has been stat(;d that a higher average rate 
of wages prevails in Yorkshire than in Dorsetshire, yet 
the causes which produce tliis differencit in wages have not 
yet been fully explaine<l. We must, imjuiiv why does the 
capital invested in agriculture in Yorkshire bear a different 
relation to the number of thi! figricultural popidatfon from 
that which it bears in Dorsetshire? Yorkshire, unlike 
Dorsetshire, is not merely an agricultural county; it htis 
many most thriving manufacturing indusfric's; tlieroforS 
j in the former county a great many other emf)loyments 
“ besides agriculture compete for the lalymr of the agricul- 
! timil population. It is true that an agricultural labourer 
iis not suddenly converted into a cloth-wi;aver. .Such a 
r transition rarely taktjs place, but if there is a manufactory 
[close at hand, many of the children of the agricultural 
; labourers will be employed in jt. There is always con- 
• nectod with an active manufacturing industry much sub- 
jsidiary work which can be performed by an qydinary 
! labourer. Ttius in the Dowlais iron works in South Wales, 
i there are no less than f^lO horses, which of course re¬ 
quire a great numbtr of men to superintend them. Such 
i work, consemiently, draws off many labourers from agricul- 
[ture, and thus the higher wages paid to agricultural 
ilabourers in the manufacturing .districts may be entirely 
Explained by those general laws which regulate all wages: 
feor in this, as in every other case, it is a question between 
feopulation and capital; the agricultural population of the 
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mamifacturing districts being diminished by the frequent 
employment of the labourers themselves in other work, 
and by the engagement of their children in the manufac¬ 
tories. 

Before concluding this chapter it will be important to 
explain the intluonce which is exerted on wages by what 
is called good or bad trade. In England, where capital is 
accumulated with .such rapidity, the amount of capital 
invested in any particular industry could be immediately 
increased beyond almost any assignable limits. Suppose 
the prospects of the cotton trade were so good, that the 
.Lancashire manufacturers thought they could profitably 
invest an additional 10,000,000^. in their trade. Many of 
tlujin would withdraw capital for this purpose from other 
inve.s^i.inouts, and there would be no difficulty whatever in 
making up the whole 10,000,000/. required by obtaining 
advances from bankers and others on the credit of the 
individual manufacturers. It would not, however, be 
possible with equal rapidity to make such an increase in 
the labour employed in any particular industry. One who 
is accustomed to other work cannot without considerable 
practice acquire the skill of a cotton operative. Many of 
the processes of cotton-spinning could not probably be 
learnt by <an adult, for their manipulation, requires fingers 
trained ftom childhood. Now capital in various forms, 
such as larger (juaiitities of raw material, may be at once 
brought into any particular industry; but when those who 
have b<‘en accustomed to the industry are once fully em¬ 
ployed, an increased supply of labour can then be only 
gradually obtained. Hence it appears that the labourers 
of each separate trade possess, so far as the supply of 
labour is concerned, a monopoly for a limited period. 
I’his will explain the benefit which is observed to result 
to any cla.ss of labourers when their special tfade happens 
to be prosperous. Reverting for an illustration to the 
manufacture of cotton, let us considw what takes place 
when this trade is unusually active, as it was during the 
years 1872—73. Throughout this period cotton manu¬ 
facturers realized such large profit^, that they were anxious 
to spin as much yarn and weave as much cloth as they 
possibly could. They therefore had every inducem.ent to 
apply to their business the greatest possible amount of 
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capital that was practicable; so far as depended upon the “"“k «• 
supplj'^ of capital, the cotton trade might have been at . ca- iv- ^ 
once indefinitely extended; but new mills and machinery 
require time for their erection. It was no use therefore 
for a manufacturer to buy more raw material, or employ 
more labour than was suited to the mills ancl machinery 
at his command. But every manufacturer during such 
times does as much trade as possible; he therefore com¬ 
petes for labour; every cotton operative is thus certain 
to be fully employed at vcny high wages, and cousecjuently 
the prosperity of any particular Branch of trade confers a 
great temporary benefit upon the labourers who are» 
engaged in it. We say temporary btuieiit, because if the Thehenejit 
good trade continued, and wages remained exceptionally 
fiigh, an additional supply of labour would at lengtTi be 
Forthcoming. People would be gradually attracted from bouren is 
ither worse-paid employments, because the high wages t'^Kipirmry. 
vould offer them a temptation to learn the t rade which was 
jxccptionally prosperous. Every {tarent In the district 
vould have a great inducement to bring his children »ip 
io this trade; and this accessi(H) of juvenile laborfT would 
)e the chief source.from which would be gradually supplied 
in additional quantity of labour, sufficient to meet the 
ncreased demands of the trade. If the skill which any* 
ndustry requires is particularly great, th(i laUburers of 
he trade possess a more complete jnonopoly, because 
inder such circumstances it would be more difficult and 
ake a longer time to import labour from other enqiloy- 
nents. The labourers fully understand the advantages of 
1 trade monopoly, and they constantly strive to maintain 
uch a monopoly by various rosttictions as to the number 
f apprentices admitted into any trade. In order to effect 
hese purposes. Trades’ Unions have been establisl^pd. It 
dll be bett*, however, to defer our remarks upon these 
ocieties, and the various ^thor means which have been 
ften resorted to, ii» order to secure higher wages, until 
tie subject of profits has been discussed; for a complete , 
xvestigation will then have been made into the general 
iws vraich regulate the distribjition of wealth into the 
iree primary divisions of rent, wages, and profits. 
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R ent, wages, and profits, the three portions into which 
wealth is distributed, denote the remuneration re¬ 
ceived by different classes of individuals for the assistance 
which they render towards the production of wealth. 
Those who own land receive a remuneration in the form 
of rent when they permit others to use the land. Those 
who apply their labour to the production of wealth receive 
wages as a remuneration for this physical exertion; and 
profits denote the remunesation which those receive who 
supply the remaining requisite of production, namely 
capital. As capital is the result of saving, the owner of 
capital exercises forbearance when he ^ves his wealth 
instead of spending it; profits therefore are the reward of 
abstinence, in the game manner that wages arc the reward 
of physical exertion. If an individual invests a certain 
sum in any productive employment, his profits will consist 
of the entire surplus which remains after the capital has 
been replaced. Suppose an agriculturist cultivates his 
farm with a capital of 5J3001 .; this capital will be com¬ 
posed of many different elements, such as stock, imple¬ 
ments, and a fund from which he is able to advance the 
wages of his labourers. The profits of th# farmer will 
consist of the surplus which reqjains, when from the whole 
produce of the farm sufficient has b«en deducted to re¬ 
place the original 5,0001, the value of the capital which 
the farmer possesses. But in such a case these profits of 
the farmer will not simply represent a return to his capital, 
or, in popular language, interest for his money; the farmer 
has probably given his own time and labour in watching 
those whom he employs, and in superintending the various 
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[perations of his farm: he has of course to be remunerated 
pr his time and trouble, and therefore part of his profits 
“^epresents the wages properly due to this labour of super- 
itondence. Again, every business is attended with more 
less risk. If a man invests his capital in the funds, he 
tiay regard it as perfectly secure, but capital invested in 
^isiness can never be made equally secure again.st loss, 
here may be revulsions in trade, or bad debts; and pro¬ 
perty invested in any commercial undertaking is subject 
to depredations of the dishonest, and in some countries to 
the rapine of internal war. A oapitalist th(3refore must 
receive some compen.sation for the increased risk of loss 
which is incurred when his capital is invested in trade; a 
portion of his aggregate profits represents this compopi- 
sation. The profits therefore which a man obtains Aom 
his business are composed of the three following elements. 

1st. A reward for saving, or, more properly, a reward 
for abstinence. 

2nd. A compensation for the risk of loss. 

3rd. Wages for the labour ol*superintendence. 

It is very easy to ascertain tl^c portion of profits which 
ought in any part;jcular instance to be allotted as the 
reward of saving. In every commercial country there are 
investments the security of which is regarded as perfect. In. 
our own country, for instance,,the funds, ami stocl» guaran¬ 
teed by our own Government, are securities which are re¬ 
garded as free from risk. The interest w’hieh is obtained 
from capital invested in these securities may be considered 
as entirely the remuneration for saving. He who so invests 
his capital cannot receive any remuneration for ri.sk, when 
there is none, and the inve.stment entails no labovir upon 
him. The interest which is obtained from such securities is 
tenned the current rate of interest; and therefore the first 
element of which profits are composed may be Slways 
estimated in amount by thg current rate of interest. If 
the current rate of interest*is four per cent., a capital of 
SB,OOOZ. would secure a profit of 200Z. without the slightest 
nsk or trouble. A person therefore who has o,0()w. in¬ 
vested in his business n^ght consider that 200/1. of his 
annual profits represents interest* on capital, or, in other 
jwords, is the remuneration which he receives for his absti- 
Bpnee. 
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In many cases it is more difficult to estimate the amount 
of the second of the three elements of which profits are 
composed—namely, remuneration for risk. Sometimes, 
however, a man of business pays to others a certain por¬ 
tion of his profits to compensate him for any particular 
loss or risk to which his business may be exposed. Such 
a payment is termed an insurance. In this country it is 
almost an universal jiractice to insure against fire. Mer¬ 
chants insure their ve.ssels against shipwreck; farmers not 
infreiiueutly insure their crops against the lo.ss which may 
be incurred by severe Hailstorms; farmers may also now 
. insure their live-stock. I'he sum which is spent upon any 
of tho.se insurances has of course to be deducted from the 
gross profits; but such insurances cannot cover the whole 
risk to which an individual’s capital is exposed when in¬ 
vested in business. Thus thi; whole of a farmer’s profits 
may be destroyed by unpropitious weather. For a suc¬ 
cession of years between 1875 and 1882, crops were so bad 
owing to unpropitious seasons that many farmers obtained 
no profit whatever; but although it is very difficult to ap- 
portioit the exact amount, of profits which might, in any 
particular business, be considered as a fair remuneration 
for risk of loss, yet it can be readily ascertained that some 
> businesses and trades are subject to fixr greater risk than 
others; find therefore wo should expect to find that the 
profits woidd be greatest in those trades which are most 
hazardous, so th4t the increased risk may bo thus com¬ 
pensated. If an individual embarks his capital in some 
undertaking which he does not higaself superintend, but 
which returns him a large interest, the excess of the in¬ 
terest so obtained abej/e the current rate of intends! 
represents the increased risk. Shares could at one time be 
purebred in English copper mines which paid an interest 
of 10 per cent., but it is impossible to foresee how long a 
copper mine will continue productive; every indication 
may be mo.st promisii^, .but a slight alteration in the 
strata may at once deffroy the value of the lode. If 
therefore, an individual obtained ton per cent, from a cop¬ 
per mine when the current rate,of interest was only foui 
per cent., six per cent, might have been regarded as s 
return for the hazardous nature of the speculation. 

The amount of the remaining element of which profit! 
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xre composed—^namely, the remuneration for the labour n. 
Df supenntendence—may be estimated by deducting from v - 
the gross profits the amount due to the first and second neration 
elements of profit which have just been mentioned. The fi’’ 
remuneration, which is obtained for this labour of super- 
ntendence, is influenced by many of the same causes which 
a,fleet the wages of ordinary labour. Some employments 
•equire for their superintendence greater skill and greater 
jationce than others; some are more disagreeable to 
iuperintend than others. If this be so, then the remune- 
•ation of the labour of superintendence will be greater in 
)ne case than in the other. The caprice of .society often 
rives to some employments a social dignity, which is re¬ 
used to others; and this consideration enables us to ex#- 
)lain the proverbiallj' low profits obtained in this country 
rom farming compared with the profits of many retail 
rades. Society now considers that a man of high family 
nay with propriety occupy himself with farming; agri- 
ultural pursuits are extremely healthy and thoroughly j 
ongenial to English tastes. It* is not usually supposed 
hat a person reijuires a tedious.apprcnticoship, or an ex-1 
jensive special education, to qualify himself to be a! 
anner. Many men, therefore, consider that they are al- \ 
nost sufficiently, yemunerated for the labour of super-; 
ntending the cultivation of their farm by the health and 
ileasure derived from the occupation. They therefore do not 
xpect to receive any considerable return for their labour 
f superintendence. The gross profits of farming are con- 
equently smaller thai^ the profits of many retail trades, 
k. grocer not only expects to receive as much interest upon ; 
he capital invested in his business as does the farmer, i 
ut, in addition to this, must also receive an adequate | 
amuneration for superintending the details of his business.' 

L man is indtfced to carry on the grocery trade, by no ! 
ther object than to obtain mrofit from it; he is not at- i 
racted to the occupation by the prospect of securing health ' 
ad pleasure. i 

^Interest on capital, insurance for risk, and remuneration Interest on 
>r labour of superinten<^pnce, are therefore the three 
Wments of which profits are composed. The first, interest »tantat^ 
1 calpital, is represented by the current rate of interest, same time 
« therefore mav be reerarded as a constant ouantitv for 
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all occupations at the same time, and in the same country. 
We say at the same time, and in the same country, because 
not only is the current rate of interest much higher in one 
ago than in another, but very different rates of interest 
prevail at the same time in different countries. Thus the 
current rate of interest in England is now rather less t hp.n 
3 per cent., whereas, two centuries since, it was at least 
eight per cent.; although, at the present time, the current 
rate of interest is under 3 per cent, in England, it is about 
eight per cent, in Australia. The cause which produces 
those variations in the rate of interest will be explained 
in a future chapter. 

In consuiering the profits of different trades, the amount 
to be allotted to interest on capital is the same for all 
trades in the same country; the different rates of profit 
which prevail in different oijcupations must, therefore, be 
attributed to variations in the remaining components of 
profits, namely, insurance for risk, and remuneration for 
labour of superintendence. If larger profits are obtained 
in one trade than in ailothcr, we must be sure that, in 
the one trade, capital isv subject to greater risk than in 
the other, or the labour of superintQnding the one trade 
recpiires a higher remuneration than in the case of the 
other; if, therefore, in any trade a permanently higher 
rate ofi profit prevails thii/i in other trades, it must be 
due either to the operation of these causes, acting singly, 
or combined. Agriculture has been quoted as an example, 
to show that the profits in a particular branch of industry 
may be extremely small, because various circumstances 
connected with the trade cause & slight remuneration to 
be given to the labour of superintendence. Consequently, 
the various trades and occupations of which the industry 
of the countiy is composed, will each have a scale of 
profits peculiar to itself, the appropriate amount of profits 
which belong to each trade J)eing determined by vaiious 
causes, just in the same way as 4he wages of different 
employments are regulated by particular circumstances, 
described in the last chapter. Such an assertion may, 
at first sight, seem to contradict a principle of political 
economy, perhaps more frequently quoted than any other; 
namely, that the profits of different trades have a constant 
tendency to become equalised. The principle, when pro- 
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perly understood, is true; the apparent contradiction admits 
}{ ready explanation When the profits realised in any 
3U8ine8s are just sufficient to give an adequate compcn- 
mtion for interest on capital, for risk against loss, and 
Tor labour of superintendence, then it is said that the 
Ij^tural rate of profit is obtained ; and hence it would appear 
>hat each separate trade has a natural I'ate of profit ijeculiar 
:o itself, because this rate of ])rofit must give a proper 
■emuneration for the three elements of which profits are 
jomposed; and two of these, nanni^, the insurance against 
isk, and the wages of superintendence, vary in different 
ndustrial occupations. If the current rate of interest 
lerinanently rises, an effect is produced upon the profits of 
ill busiuos.ses, and the natural ratci of profit in every busi- 
less rises. But if any circumstances should occur which 
hould increase the chance of loss in a partierdar trade, 
nthout affecting others, then tin; rtatural rate of profit 
jelonging to this ])articular l)nsini;s.s would be increased, 
’he natural profits of fanning )>re low, because English 
astes are such as to make farming a pleastirable occupa- 
ion. If the definition which has been giv<;n to the term 
natural profits ’ is •borne in mind, there will be no diffi- 
ulty in explaining what is meant by the popular expres- 
ion, that the profits in different trades have a tend(;ucy to 
locome ecpialised. 

'I'he cii-cuinstances of various trades ar» intrinsically dif- 
3rent—oni; business, as we have before remarked, may be 
more hazardous speculation than another, and the trader 
;ho incurs this greater risk must be compensated by por- 
lanently higher profits; these higher profits, therefore, 
enote a real compensation, not a sasual or temporary dis- 
arbance, and there is no tendency whatever to abolish 
he compensation by equalising the profits of the jnore 
azardous trade with those of the less hazardous one. But 
’ by some disturbing cause* the profits of a business rise 
r fall below that p^nt which has been described to be 
leir natural amount, a tendency at once is brought into 
peration to restore the equilibrium, and to make the j)ro- 
ts return to their natural* amount^ this is the equalising 
mdency which affects raofits; but there is no tendency to 
iiuse an uniform rate of profit to prevail in different tradea 
Twill be imnortant to exulam tlhe modio m Aip 
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to reduce profits, will be thus brought into operation. 
But it would be very erroneous to conclude that these 
eejualising tendencies arc instantaneous in their effects. 
Augmented supplies of capital may be (juickly brought 
into any particular trade, but the trade cannot suddenly 
be extended beyond eertain limits. During 1859 and 
1860 every cotton mill in Lancashire was probably pro¬ 
ducing as large a quantity of manufactured goods as it 
possibly could; the existing machinery was worked to its 
utmost, and however large might have been the supply of 
capital, the quantity of goods manufactured could be in¬ 
creased in no other way than by erecting new mills. But 
the construction of new mills and new machinery requires 
time, and during this time those engaged in the manu¬ 
facture can take full advantage of the high profits. These 
considerations, however, suggest another circumstance 
which very materially re.duces the high profits that pre¬ 
vail in times of active trade. In the case just described 
it is evident that as manufacturers will be anxious to ex¬ 
tend their business as mtich as possible, not only will all 
their tnills and machinery be in full work, but they will 
actively compete for labour. A consideriible portion of 
the new capital which is attracted to the industry will 
consequently, in the first instance, be employed as circu¬ 
lating ftipital, or, in other »words, will be paid away in 
wages. It has, .however, been pointed out, in the last 
chapter, that the .skilled labour which a particular indus¬ 
try requires cannot be suddenly increased by engaging 
labourers who had been accustomed, to other occupations; 
consequently the additional amount of circulating capital 
which is attracted to trade by high profits is chiefly 
employed, not in obtaining laVjourers from other branches 
of industry, but in raising the wages of those who are 
already engaged in the trade. Such a rise &f wages must 
exert a direct ■ influence to r^uce profits. It has there¬ 
fore been shown that a rise in the price of raw material, 
a constantly increasing supply of goods, and an advance in 
wages, are three circumstances which are .sure to reduce 
the profits of a particular trade^ when they are exception¬ 
ally high. These reducing tendencies not unfrequently 
continue so long, that the profits of a trade are ultimately 
reduced below their natural amount; in fact, it may be 
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often observed, that activity of trade is regularly suc- 
'.ceeded by a corresponding depression. When, however, 
a trade is so depressed that its profits fall below their 
natural rate, then equalising tendencies are brought into 
operation, which raise the rate of profit; these tendencies 
wo will now proceed to describe. 

Let it be supposed that a trade has been affected by 
adverse circumstances, and that its profits are reduced 
below the natural rate. In the autumn of 1862 the cot¬ 
ton trade was in an extremely depressed state. The price 
of raw cotton had risen so much,* in consequence of the 
American civil war, that it was almost impossible, without 
incurring loss, to manufacture cotton goods at the prices 
they then realised. In fact, it would perhaps have beep 
advisable for manufacturers to have closed their mills, Sad 
it not been for the sufferings which would have been en¬ 
tailed upon the operatives. Under such circumstances it 
was the interest of the mamifacturcrs to contract their 
business; some mills were consequently closed, and great 
numbers worked short time. The supply of cotton goods 
was thus for many years considerably diminished. In 
this way a tendency was brought into operation to raise 
prices, and profits were gradually restored to such an 
amount as again fo make the manufacture remunerative. 
When trade is thriving, everything is done to incr%ast) the 
capital applied in the business; but wjn.'n trade is de¬ 
pressed, a directly o])posite course is pursued; operations 
are restricted, capital is withdrawn, less is paid in wages, 
and new mills are not,erected. 

The circumstonces, however, which threw the cotton 
manufacture into a state t)f stagnation, are so ('xcuiptional, 

. that it will perhaps be more advisable to illustrate our 
remarks by considering the condition of the silk trade in 
this country. • It is supposed, by some, that the h’rench 
possess natural advantages for the manufacture of silk, 
^eatly superior to those of our own country. It is, for 
fcstanco, said that, owing to the clear atmosphere of 
■France, the silks assume a finer colour than those which 
l^n be produced in Englapd, and the French have greater 
Kkill in producing to order a dye of any particular shade, 
ffih'e result is that, at the present time, French silks are 
■Bnsidered to be superior to English silks. The conse- 
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quence has been, that since 1860, when the duty or 
French silks was removed, the English silk trade has been 
greatly depressed, and its profits have been reduced below 
the natural rate. Let us inquire what will occur if the 
supposed superiority of French silks is permanently main¬ 
tained. The English silk trade will continue to be de¬ 
pressed ; but the (juestion arises. Will the profits of this 
trade remain, therefore, constantly below their natural 
rate ? It is impossible that such should be the case, for 
manufacturers will not permanently continue an industry 
from which they realise less profit than that in any other 
branch of trade. Silk manufacturers would, therefore, 
under the circumstances assumed, remove their capital as 
qiiiickly as pos.sible from this trade, and employ it in some 
other more remunerative way. The transfer cannot be 
made suddenly; it will require a considerable time, and 
must cause great loss to the manufacturers. All the fixed 
capital employed in the silk manufacture, such as machi¬ 
nery and buildings, cannot bo adapted to other industrial 
purposes without involvifig a large outlay. The manu¬ 
facturers, too, will not readily submit to the change; they 
will struggle with the adverse circumstances for a con¬ 
siderable time. No man, even independently of the pecu¬ 
niary sacrifices involved, would willingly phange a business 
to which he has been accustomed, and in which he has 
acquired skill, forgone to which he would be a stranger. A 
trade therefore, if its profits were permanently reduced 
below their natural amount. Would, after a certain time, 
be entirely relinquished, and individuals engaged in the 
trade would be severe losers. 

It is scarcely necessary to observe, that under these sup¬ 
posed circumstances the operatives in the silk trade would 
suflfer even more severely than their employers. Each 
year as the depression continued the demand for labour 
would steadily diminish. W^es would become lower and 
lower, and a greater number of operatives would be thrown 
out of employment. There are always those who cling to 
hope, after all hope is gone. Many, consequently, would 
remain in the locality, eking qut a miserable existence 
upon alms and parochial relief; and would thus become 
permanently pauperised. Those who are more sagacious 
or more enterprising would recognise the true state of the 
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case, and would meet with promptitude the misfortune 
which had befallen their trade. Before their savings were 
exhausted they would emigrate to some foreign country, 
or migrate to some locality where the demand for labour 
was active. 

It not unfrequently happens when a trade is depressed 
that a great injury is done to the operatives by charity 
and by parochial relief. Labourers are thus induced to re¬ 
main in the locality in which trade is slack; wheresis, if 
affairs were allowed to take their natural course, or, if the 
money subscribed by the charitable were devoted to the 
promotion of the emigration and migration of labour, it 
would greatly diminish the loss which the labourers suffer 
in consequence of depressed trade. During the four pr 
five years of the American civil war, when the cotton 
trade of Lancashire was almost paralysed, vjist sums ob¬ 
tained by private subscriptions and by parochial relief 
were distributed amongst the Lancashire operatives. When 
this enormous almsgiving was taking ])la(',e, too little at¬ 
tention was paid to a most significant fact. At the time 
when the trade of Lancashire wa« depressed, other brunches 
of industry were sa fiourishing that there was no diminu¬ 
tion, but an augmentation in the aggregate trade of the 
country. It was, therefore, clearly indicated that there was 
no falling off in the general ckmand for labour, bift simply 
a transfer of a portion of the demand fryrn one locality to 
another. The natural remedy was consequently to assist 
a certain number of the Lancashire operatives to migrate 
to those localities wljere a new demand for labour had 
arisen. A contrary course was adopted. These operatives 
were virtually bribed to remain jn their own county, and 
the result was in many ways unfortunate. For several 
years after the cessation of the war the cotton trade con¬ 
tinued to be* depressed. Many mills worked only half¬ 
time, and there was in igany localities a considerable 
amount of unemplojted labour. It is evident that there 
would not have been this excess in the supply of labour, 

E ld the severitjr of the subsequent depression would have 
5en greatly diminished, ^f a portion of the funds, which 
ere spent in charity, had been ex*pended in assisting some 
' the operatives to seek employment in localities where 
(the demand for labour was active. 
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Having remarked upon the equalising tendencies which 
preserve the profits of each department of industry at a 
certain relative amount, designated the natural rate of 
profit, wo shall next proceed to consider the causes which 
regulate the general rate of profit prevailing throughout 
the country at any particular time. It has been previ¬ 
ously stated that the general rate of profit is higher at 
one time than at another, and that very difierent rates of 
profit prevail in difierent countries. 

If any manufacture is taken as an example, it is mani¬ 
fest that the produce is''shared between the employer and 
the ernployed; or, in other words, between profits and 
wages. In any given case, the more the employer re¬ 
ceives, the less will be left for the employed; or, in 
other words, the more is taken in the form of profits, 
the less will be given in wages. If wages take a larger 
share of the produce, profits must take a smaller share. 
Suppose, however, that industry, by the introduction of 
now machinery, is rendered more productive, there will 
then be a greater quantfty of produce to be distributed, 
and ntore may be apportioned to profits, without the 
slightest reduction in wages. But, although the amount 
of wages received might remain the same, yet it has been. 
•customary for political economists to say, that under such 
eircumst&nces the rate of wages is altered; for they con¬ 
ceive that the raj;c of wages is determined by the ratio 
which wages bear to profits. Ricardo employed the ex¬ 
pressions, ‘ rate of wages,’ and ‘ rate of profit,’ to explain 
merely the terms of a ratio; and he .would have said, that 
even if wages were reduced one half in amount, the rate 
of wages and the rate <jf profit would remain unaltered, 
supposing that the reduction in wages was accompanied 
by a corresponding reduction in profits. Although this 
proposition as explained by Ricardo is strfctly accurate, 
yet the language employed in enunciating it, makes the 
statement appear unnecessarily in conflict with popular 
opinions with regard to wages. 

In owler to understand what is meant when it is stated 
by Ricardo and others that profits depend upon wages, it 
is necessary to hear in mind that profits may be defined 
to be the surplus which remains after the capital has been 
replaced which has, directly or indirectly, contributed to 
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the production of wealth. The proportion this surplus 
bears to the capital which has been so expended deter¬ 
mines the rate of profit. If the expenditure of a certain 
quantity of capital produces an amount of wealth eijual to 
three times its value, then the surplus which remains, after 
the capital expended has been replaced, will equal twice 
the value of this capital; and, therefore, the rate of profit 
will, in this case, be two hundred per cent. But whexi it 
is said that capital is expended in the production of wealth, 
it is important to xiuderstand what this expression signifies. 

A great portion of this capital iS paid away directly in 
wages; the remainder is sjxent in purchasing materials or . 
machinery; but even when such a material as coal is 
bought, the money with which it is purchased may be^r^- 
garded as indirectly devoted to paying wages; for the money 
for which coal is sold pays the wages of all those who have 
contributed to raise it. The capital, therefore, which is 
applied to the production of any commodity is oxpend(>d, 
cither directly or indirectly in wages. The rate of profit, 
as we have ju.st remarked, depends u))ou the ratio which 
the whole produce raised bears *0 the capital expended in 
raising this produae; and, since this caintal is cxpimded 
in paying wages, Ricardo and others have stated that the 
rate of profit depends upon wages. 1’his principle, how-' 
ever, is comparatively useless^ and is moreover not, strictly 
correct unless a particular signification is given to the 
terms employed in its enunciation. For if labour is ren¬ 
dered greatly more eflicient, either by better education, by 
superior management, or by improved machinery, more 
produce will bo raised by the application of the same 
quantity of labour. The same cjipital may be expeialed, 
or, in other words, the same amount may be paid away in 
wages; but, in consequence of the superior efficiency of 
labour, more Vill be produced. A greater am'umt, there¬ 
fore, will be left to be apportioned to profits; thus the 
rate of profit will ‘be increased, whilst wages remain 
^unaltered. This is in direct contradiction to Ricardo’s 
principle, that the rate of profit depends on wages; and, 
Itherefore, this principle is not correct, unless it is assumed 
Khat the efficiency of labour is a constant quantity. 

K Mr Mill has shown that the correct way of stating the 
Principle is, that the rate of profit depends on the cost of 
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labour. The cost of labour is determined by comparin 
the wa^es the laboxirer receives with the amount of wealtl 
which 18 produced by his labour. If, therefore, labour i 
rendered more efficient, the cost of labour is manifest! 
diminished, because either more produce is raised by th 
payment of the same amount of wages, or an equal amoun 
of produce results from fUfe expenditure of a smaller sur 
in wages. When labour is rendered more efficient, i 
has been shown that the rate of profit will rise, althoug] 
the same amount is paid in wages. Hence, if whilst eac! 
individual labourer receives the same remuneration, hi 
labour produces more, the cost of labour is diminishet 
The rat.e of profit therefore varies inversely with the cos 
of^ labour. From this principle some most important coc 
elusions may be deduced. If anything occurs to rende 
labour more efficient, profits will be increased, assumin; 
that the labourers receive the same wages as before. I 
also follows that, when labour becomes more efficient, th 
rate of profit, and wages, may both bo increased; fc 
profits must be increased if the rise in wages is not s 
great as to make the cost of labour more than it wa 
before the improvement in the efficiency of labour tool 
place. With regard to agriculture, it has been frequent! 
-stated, that as land diminishes in fertility, the labou 
which is applied to it will,, diminish in productivenesi 
Twenty labourers^working on poor land may not cause a 
much produce to be raised as ten labourers working oj 
more fertile soil. Unless,, therefore, the agricultural k 
bourers receive less wages, the cost .of agricultural labou 
must increase; or, in other words, the rate of profi 
obtained from farming piust decline as it gradually be 
comes necessary to resort to less fertile land. Let u 
apply these conclusions to explain some of those point 
in which the present economical condition*^ of Austral! 
contrasts so strongly with th^t of England. In cnunci 
ating Ricardo’s theory of Rent, it has been shown thal 
in each country, the poorest land cultivated can only pa; 
a nominal rent. The present population of Australia i 
comparatively small, and her tracts of uncultivated fertil 
land are almost of boundless extent. The worst lam 
which is cultivated in Australia is far more fertile thai 
the worst land cultivated in England. Hence, agricul 
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tural labour, being applied to a more productive soil, 
is far more efficient in Australia than in England. The 
same amount of labour which is employed upon the poorest 
forms in England would, if applied to any land which is 
cultivated in Australia, cause a great deal more produce 
to be raised. Hence, in consequence of the increased 
efficiency which is thus givenUto agricultural labour in 
Australia, the wages of agricultural labourers may be 
much higher in Australia than in England, and yet 
the cost of this labour in Australia may be loss than 
it is in England. But if the cftst of labour is dimin¬ 
ished, the principle just enunciated shows that the rate 
of profit must be increased; and such a conclusion is 
amply verified in the case of Australia Wages aye 
far higher there than in England, and profits are also 
higher. 

There may appear to be a difficulty connected with 
the explanation just given ; for it may bo said, the agri¬ 
cultural labour which is applied to some of England’s 
most productive soils, yields more than the same qu.antity 
of labour applied to oven the liest land in Australia. It 
may, therefore, be. thought incorrect to say that agri¬ 
cultural labour is less productive in England than in 


Australia, since it would seem that only that portion of 
our amcultural labour is loss productive which is em¬ 
ployed upon our least fertile soils. Ij must, however, 
be remembered that the cost of agricultural labour is 
determined by the cost of that labour which is em¬ 
ployed upon the le%jt productive land in cultivation. 
Rent may be regarded as a sum which the farmer pays 
for the permission to employ Jp.bour upon productive 
land. The more productive the land, the higher, of 
course, is the rent; or, in other words, the more favour¬ 
able the circumstances under which agricultural fabour 
is applied, the greater is the sum which has to be paid 
as rent. Although •agricuTtural labour employed on a 
fertile soil is more effi^cient, j^et the farmer obtains no 
advantage from the cost of this labour being diminished; 
for what he would thug gain he has to pay away in 
^nt.' His profits, therefore, would not be diminished 
fcy an increase in the cost of labour, provided that there 
^as a corresponding reduction in his rent. The profits 
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which are derived from agriculture approximate to an 
equality; it is still correct to say, even with regard 
to agriculture, that the rate of profit is determined by 
the cost of labour, if it is remembered that in this case 
the cost of labour is not entirely composed of wages, 
but also consists of rent, since rent may be regaroed 
as a premiiun paid when agricultural labour is assisted 
by a fertile soil. Considered in this light, therefore, the 
cost of agricultural labour may be regarded as uniform 
throughout the same country. Hut in the case in which 
the worst laud cultivated is so poor that only a nominal 
rent is paid, then rent can no longer be regarded as an 
demerit of the cost of agricultural labour. Hence the 
proposition above enunciated is proved: namely, that 
the general cost of agricultural labour is determined 
by the cost of that labour which is employed upon the 
least productive land in cultivation. If, therefore, food 
cannot be supplied t(i an advancing population without 
continually resorting to less productive laud, then one 
of two consequences must inevitably ensue: either the 
cost of agricultural labour will increase, and then a de¬ 
cline in the rate of profit will follow; or, if the cost of this 
labour does not increase, the labourers must receive lower 
wages; for when labour is applied to less productive land, 
an increase in the cost of this labour can alone be pre¬ 
vented by paying, the labourers lower wages. 

Knough has now been said to establish the propo¬ 
sition, that the rate of profit depends upon the cost of 
labour. Jf, therefore, the rate of profit is higher in one 
country than in another, it must be because the cost 
of labour is greater in,one country than in the other. 
Let us in(iuire into the causes which regulate the cost of 
labour. If capital increases, without any increase in the 
number of the labouring population, it is manifest that 
there is a larger sum to be ^distributed amongst them; 
wages will rise, and consequently “the cost of labour 
will increase, and the rate of profit will diminish. If 
population increases, and capital remains stationary, wages 
will fall, the cost of labour will be diminished, and 
the rate of profit will advance. Hence it appears that 
not only the average remuneration of the labourers, but 
also the rate of profit, is primarily determined by the 
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ratio.Jjetween the capital of the country and the number 
of its labouring population. This, however, is not a com¬ 
plete explanation, for it would seem to indicate tliat the 
rate of profit is higher when wages are low; facts contra¬ 
dict this, for in Australia wages and profits are both 
higher than they are in England. But the difficulty 
arises from confusing wages with cost of labour ; wages 
may be very low, and yet the labour be so inefficient, 
from causes previously explained, that the cost of labour 
may be extremely high. The English eontract(jrs who 
made the French railways could have, engaged any 
number of French labourers at con.siderably lower wages 
than were paid to English navvies; but. so superior is the 
physical strength of an Englishman, that it was proved 
that one English navvy woidd do as much work as 
two French labourers. Jn this case, therefore, the cost 
of French labour would be greater than the cost of English 
labour, although the wages of the English labourer were 
very much higher than those paid to the; French labourer. 
Again; high wagtss do not always denotes ( ha t a largo re¬ 
muneration is received by tin*.labourer. Wagtss maybe 
high, and food so lUiar, that a lalxmrer is far hettt.'r off in a 
country where wages may not bo so high, but where food 
is cheapo^'. Hence labourers may be comparatively speak¬ 
ing impoverished, in eonsecjukince of the dearnes# of food, 
although their wages are high; in suejj; a case the cost 
of labour would be great, and the result woukl be a low 
rate of profit, accompanied by the impoverishment of 
the labouring class. ^Sueh is the result which has to be 
feared in a country whose increasing populat,i(jn makes 
food dearer. The supplies of chCjpp food which have been 
imported itito England since the introduction of free trade 
have exerted an important influence in sustaining the rate 
of profit. * 

After the remarks which have now been made in refer- 

i nce to cost of lak)ur, tffe reader will be able to ap- 
»reciate the admirable analysis of Mr Mill, when he says 
hat ‘ Cost of labour, and therefore the rate of profit, is a 
unction of three vari’able^g 
1 . ‘ The efficiency of labour.’ 

2. ‘The wag^s of labour’ (meaning thereby the real 
reward of the l^ourer). 
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3. ‘ The greater or less cost at which the articles -com¬ 
posing that real reward can be produced or purchased.’ 

If labour becomes more efficient, whilst the wages of 
the labourers and the price of food remain unaltered, 
the cost of labour will be diminished. If the wages of 
the labourers are reduced, whilst there is no change in 
the efficiency of labour and the price of food, the cost 
of labour will again be diminished. The cost of labour 
will also be diminished if the price of food is reduced, 
and the amount of the labourers’ wages, estimated by the 
commodities they will- purchase for him, remains un¬ 
changed. If, therefore, the cost of labour, or, in other 
words, the rate of profit, varies in different countries 
from time to time, the variations must be due to the 
influence of one or more of the three circumstances above 
enumerated. The current rate of interest affords a suf¬ 
ficiently sure evidence of the rate of profit. It would 
bo a most useful exercise for the student to trace to 
which of the three variables is due a high or a low rate 
of profit, prevailing in any particular country. In order 
to assist him in such an examination, we will indicate 
some of the leading causes upon which depend the effi¬ 
ciency of labour, the real wages of the labourer and the 
I price of food. 

In previous chapters the. causes have been described 
in detail which jjetermino the productiveness of labour. 
It need only here be added that nothing more powerfully 
promotes the efficiency of labour than an abundance of 
productive land. But an abundant supply of productive 
land causes food to be cheap, and under such circum¬ 
stances, two out of the three causes are brought into 
operation upon which depend a high rate of profit and 
a small cost of labour; the influence which is thus pro-' 
duced*in increasing the rate of profit, is So great, that 
in a country like Australia, where there is a large supply 
of fertile land, profits are hi|;h, although a labourer at 
the same time receives a very large remuneration for his 
labour. 

The second variable, upon w^ich’depends the cost of 
labour—namely, the remuneration received by the la¬ 
bourer—is determined by the ratio which, population bears 
to capital. It would be foreign to our purpose to attempt 
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to describe why some countries are more populous than 
others. Our colonies and the American continent have 
not yet had time to be thickly peopled with an European 
population. In the last chapter allusion was made to 
the power of man’s multiplication, and it was stated 
that Malthus’s ‘ Essay on Population ’ gives a most de¬ 
tailed and interesting analysis of the checks by which, in 
various countries, population is restrained. In England, 
whatever may be the other checks which restrain popu¬ 
lation, there is one which exercLsos a preponderating in¬ 
fluence in determining the variations in the number of 
our labouring population. It has been satisfactorily proved 
that the number of marriages varies with the price of 
food; diminishing as food becomes dear, increasing as 
food declines in price. A great portion of the advantage 
which the poor would derive from this cheapening of food 
is therefore ultimately lost to them, biH-ause the increase 
of population which is stimulated by clusap food has a 
tendency to lower wages. 

The causes which influence the acjcumulation of capital 
are extremely various. Mtxch df^ends upon nationa'I cha¬ 
racter ; one nation .may be far more prudent, and may 
possess much more foresight thiui another; the inhabitants 
of one country may consume, in their own personal en¬ 
joyment, almost all the wealth they can obtain, whilst in 
another country saving is promoted by, the most rigid 
economy. No nation will ever accumulate a large amount 
of capital for the purpose of applying it to productive 
purposes, until there is sufficient social order to render 
property secure. But independently of any effects pro¬ 
duced upon the accumulation of q^pital by differences in 
the character and condition of various nations, it may be 
observed that the accumulation of capital is always influ¬ 
enced by the fate of profit. If, for instance, the current 
"rate of interest should be greatly increased in England, an 
additional inducemen* woulcf be offered to every one to 
fcve; the result would be strikingly exhibited by a greatly 
■preased accumulation of capital. The amount of wealth, 
Herefore, which is saved in a country is kept, as it wore, 
Mifined between certain limits by a self-acting agency, 
war if in any particular year there should be some irregu- 
».rity which should cause a much larger capital to be 

F. M. M 
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saved than is customary, the labourers would, in con¬ 
sequence of this augmentation of capital, receive higher ^ 
wages; the cost of their labour would thus be increased, 
the rate of profit would diminish, and the current rate of 
interest would fall. In this manner less inducement 
would be held out for individuals to save, and a force 
would be created to restore capital to its former amount. 
Sufficient capital might soon be accumulated in England 
to reduce the current rate of interest to two per cent. 
This was the current rate of interest in Holland at the 
end of the last century; the Dutch at that time were 
therefore content with two per cent., but the English are 
not satisfied unless nearly three per cent, can be obtained. 
The current rate of interest, therefore, to a great extent, 
depends upon national character; for if the English, as a 
nation, became more prudent, and more anxious to save, 
the current rate of interest might rapidly decline to two 
per cent. 

The effect which is produced upon the rate of profit by 
the last of the three variables, upon which the cost of 
labolil' depends, has not'generally been sufficiently con¬ 
sidered. Suppose an employer pays-lOOOf. in wages, and 
that his labourers spend the greater portion of these 
wages in purchasing food. We have ascertained that ar 
agricultural labourer with' a family consumes forty pei 
cent, of his wages in purchasing bread; 400Z. therefore 
out of lOOOf. paid in agricultural wages, is devoted to the 
purchase of bread*. Suppose, by some cause, such as the 
introduction of free trade, that the price of bread is re 
duced one-fourth; a loaf before sold for Is. now onl; 
costs 9d .; 300/. will purchase as much bread as 400/. dr 
before the price of bread was reduced. The labourca; 
therefore, who amongst them received 1000/. in wage.' 
will fiow be quite as well off if they onl}’ receive 900 


> This calculation was made on the aappssition that the labourei 
family consisted of a wife and two children who were too young to 1 
employed, and that the wages of the labourer were 10a. a week. X. - 
time when this book was written, 10». represented mure than the ordina 
wages of the agricultural laborer iu ithose districts of England whe 
wages were lowest. In numerous instances not more than 8a. or 9s. we 
paid. Happily, however, within the last few years there has been 
marked rise in agricultural wages, and 12a. a week are paid where 
merly 10a. were paid. 
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Their real wages will remain unchanged, although their sortfen. 
nominal wages have been reduced one-tenth. The cost > - 

of labour might thus, in consequence of bread being A diminur 
cheapened, bo reduced one-tenth, without the condition tiono/thii 
of the labourer being in the slightest degree deteriorated. 

But the question may very reasonably be asked, Will the both ty the 
employer be able to appropriate to himself the whole ad- 
vantage ? Is cheap food only instrumental in increasing 
the rate of profit ? We shall be able to explain why this 
seldom or never takes place; the advantage is invari¬ 
ably shared in the first instance'between the employer 
and the labourer. When the cost of labour is diminished, 
the capital previously existing can sup])ort an increased 
amount of industry. In the example we have abqw 
given, a farmer, in consecjuence of bread being cheapened, 
pays only 900Z. in wages instead of lOOOi. He, therefore, 
has lOOi. to spare. This he may apply in employing more 
labourers on his farm, or he may invest it as capital in 
some other undertaking. In cither ease, the labourers 
as a class are benefited by a proceeding which virtually 
increases the capital of the co^intry, and therefore the 
demand for labourbut if this be so, their wages will be 
raised, and they will share with their employers the ad¬ 
vantage of cheap food. One case may be supposed in 
which the labourers would not be benefited, eveif in the 
first instance, by cheap food. If the which, in the 
above example, the employer saves by the cost of labour 
being diminished, is not saved as capital, but is spent 
upon the employer’s oj^n enjoyment, the labourer’s wages 
will not be increased; for the capital of the country will 
be decreased in proportion to the, diminution in the cost 
of labour. The case last supposed would rarely occur, for 
an increased rate of profit seldom makes men mo?f ex- 

E igant; it •in fact produces an opposite inflttence, 
it most powerfully stimulates the accumulation of 
bal. 

i describing the advantage which cheap food confers Tkebenejit 
1 the employer and the employed, w'e have been careful 
mote that the benefit enjoyed by the labourer may only 
i temporary one. It has already been stated that a temporary 
iderable portion of our population is in so low a con- 
•n, both socially and morally, that even a slight addi- iarge‘in- 


i8o 


Manual of Political Economy. 


BOOK n. 
OH. V. 

creme of 

papula. 

tion. 


The influ¬ 
ence exert¬ 
ed da pro¬ 
flu and 
wages by 
the export., 
of capital. 


tion to their means of livelihood immediately causes an 
increase in the number of marriages. In a few years 
there is consequently an increase in the supply of labour, 
which will probably more than absorb the advantage the 
labourers might have derived, either from the cheap¬ 
ening of food, or from any other circumstance calculated 
to improve their material condition. This affords an ex¬ 
planation of the comparatively small effect which free- 
trade has produced upon the condition of our worst paid 
labourers. It was supposed that when the com laws were 
repealed, pauperism wbuld become almost extinct. The 
country has enjoyed free trade for 40 years, and pauperism 
still assumes most serious proportions. It will be shown, 
in,, a subsequent chapter on the poor law, that this sad 
and disappointing fact is a striking illustration of the 
important principle that an improvement in the material 
condition of the labourer cannot be permanent, unless it 
is accompanied by a corresponding social and moral ad¬ 
vancement. 

Before concluding this chapter, it is important to direct 
attention to the great influence exerted upon profits and 
wages by the export of capital. It has already been shown 
that the current rate of profit may be. regarded partly as 
the cause and partly as the effect of the amount of capi¬ 
tal accbmulated. An increase in capital tends cceteris 
paribus to lower, the rate of profit; whereas an advance in 
the rate of profit promotes the accumulation of capital. 
It is, however, essential to bear in mind that only a 
portion of the aggregate wealth A^hich is annually saved 
in any country is invested in its own industry; the re¬ 
mainder is exported to be employed as capital in other 
countries. Hence the capital annually saved in such a 
couijjbry as England is dividqj^ into two portions; that 
portion which is exported produces no immediate effect 
upon the current rate of wages and profit prevailing in 
England. Consequently, in all discussions relating to 
wages and profits, it is important not only to considej 
the whole amount of capital annually saved, but par < 
cular attention must be direofced to the portion of thK 
aggregate capital whicTh is retained for home investment. 
It is evident that the relative magnitude of the two por¬ 
tions into which a nation’s capital is thus divided will be 
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regulated by the profits which are respectively realised by 
home and foreign investments. If a rise in the rate of 
profit abroad should be unaccompanied by any advance in 
the rate of profit at home, an influence is at once brought 
into operation to increase the relative amount of the 
capital which is exported, and consequently to diminish 
the amount retained for home investment. Although, 
therefore, there is no diminution in the national capital, 
yet as a smaller amount is employed in home industry, 
the effects that ensue will, in many respects, be analogous 
to those which would occur if the amount of wealth an¬ 
nually saved were diminished. This is particularly the 
case, as shown in the previous chapter, with regard to 
wages, which, depending upon the amount of circulatbig 
capital, must evidently be regulated, not so much by 
the whole amount of capital annually saved, as by the 
amount which is retained for home investment. It will 
bo very necessary to bear this in mind when consider¬ 
ing the various expedients wljich are resorted to for 
raising wages. It may here be generally said that an 
advance in wages, unaccompanied by any increase in the 
efficiency or productiveness of labour, can seldom confer a 
permanent benefit upon the labourer. Such an advance in 
wages will lower the rate of profit at home; a greater 
proportion of the national Ccfpital will, therefore* be in¬ 
vested abroad and the amount spent i« wages will be 
decreased. 
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CHAPTER VI. 

PEASANT PROPUIETORS. 

T he reader has already been warned against the con¬ 
clusion that the present system of land tenure in 
England is to be regarded as the type of that which pre¬ 
vails throughout Europe and the other civilized parts of 
the world. A very considerable portion of the land in 
England belongs to the large estates of the aristocracy; 
land is rarely cultivated by its owner. The farms in 
England are generally large, and are becoming larger; 
they aVe almost entirely sultivated by hired labour; and, 
consequently, the produce of the land has to be distributed 
amongst landlords, farmers, and labourers. But the con¬ 
dition of England in this respect was, a few centuries 
since, vAy different. No class of men in our early annals 
j occupied a more, prominent or honourable position than 
the yeomanry. Their praises have been sung by our 
greatest poets; their sturdy independence on many occa¬ 
sions preserved the liberty and pjoved the courage of 
the English race. The tenant farmers of the present day 
differ essentially from Jhe old yeomen of England, who 
! were freeholders, cultivating the land which they owned. 

! Their^holdings were generally much smaller than those of 
the present day. In many continental countries, such as 
France, Norway, Switzerland, Italy, Belgium, Prussia, and 
some of the German states, much*of the land is still 
possessed by small proprietors, termed peasant proprietora, 
i who own the land which they cultivate. A peasant pro-' 
, prietor frequently cultivates his farm entirely by the 
I labour of himself and his family. In this case, land, 
j labour and capital are all supplied by the same individual; 
j he therefore claims the whole produce of the land; and 
I 

I 
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rent, wages, and profits are merged together. The question 
as to the comparative advantages and disadvantages of 
cultivating the land by peasant proprietors has been, per¬ 
haps, more keenly discussed by political economists than 
any other subject. On the Continent, not only political 
economists, but practical farmers, arc decidedly favourable 
to peasant proprietorships; they can of course watch the 
system in actual working, and are therefore in a much 
better position to judge of its effects than we who have 
now no opportunity of ob.serving any considerable tract 
of land in England cultivated Iry peasant proprietors. 
English opinion is so strongly in favour of largo forming, 
that we may naturally expect to find that our countrymen 
almost invariably expre.s8 themselves antagonistic to. 
system of peasant properties, which im])lies small farming. 
Amongst English political economists the two most pro¬ 
minent champions of peasant properties have been Mr Mill 
and Mr W. T. Thornton. Both of these writers have col¬ 
lected a great mass of facts bearing upon the subject, and 
have discussed these facts with the most ])crfect impar¬ 
tiality. Much of the opposition which hiis b(!en expVessed 
by English writers* towards peasant pro])rietors is un¬ 
doubtedly due to a radical misconception. Peasant pro¬ 
prietorships imply small farms, but a small form cultivated 
by its owner differs essentially from a small farih either 
occupied by a tenant at will or rented lipon a lease; wq 
believe that the whole advantage which can be attributodl 
to peasant pro])orties is almost entirely duo to the facu 
that the cultivator owns the soil which he tills. The well-} 
known Arthur Young, whose preference in favour of large' 
farming was most decided, has very happily said, ‘Give a 
man the secure possession of a bleak rock, and he will 
turn it into a garden; give him a nine years’ lease.of a 
garden, and he*will convert it into a desert.’ 

Tn a previous chapter, various reasons have been stated 
^hich lead to the conclusion, that large fanns are more| 
moductive than small farms, when land is cultivated notl 
w its owner, but by a tenant'. This opinion is corrobo-1 
Ktted by the facts of every-day experience; for there can 
Ke no doubt that the size of farms in England is increas- 

> See Book I., Chap. VI. 


•183 


BOOK U. 

OH. VI. 

Differ¬ 
ences of 
opinion as 
to the ad- 
oaiUages 
of peasant 
proprietor¬ 
ship. 


The ad¬ 
vantages 
of large, 
fII mis con¬ 
sidered. 



1 84 


Manual of Political Economy. 


BOOK II. 
CH. VI. 


Vncciir- 
veniencea 
of simiU 
farming, 
which are 
also appli¬ 
cable to 
peasant 
proprietor- 
akipt. 


ing rather than diminishing; and the advantage of large 
farms is sure to be more prominently shown, as machinery 
of an expensive character becomes extensively used in 
agriculture. It cannot be supposed that small farms are 
being absorbed into larger ones, simply in consequence of 
the caprice of landlords; the absorption takes place, be¬ 
cause tenants and landlords have alike learnt that a higher 
rent can be paid for a farm of six hundred acres, than for 
the same land divided into two fanns of three hundred 
acres. But, although it can be proved that large farming 
is more productive thtin small farming, yet such a con¬ 
clusion does not definitely decide whether or not a nation 
is benefited by a class of peasant proprietors; for it has 
been already stated, that there is a fundamental distinc¬ 
tion between a pi^asavit propri^^tnr and a small tenant 
fanner. Now we believe that very great social advantages 
are derived from peasant proprietorships; but before en¬ 
quiring into this particular branch Of the subject, the 
economical effects resulting from the cultivation of land by 
peasant proprietors will be de.scribed. The question is in 
fact reduced to this—To what extent are the disadvantage.s 
which are associated with small farming compensated by 
the advantages which arise from the cultivator feeling that 
the land is his own? We will first make some general 
remark# on the subject, aiid«then substantiate our opinions 
by well-authentigated facts. 

Many of the inconveniences which belong to farming 
on a small scale, exert a similar influence when an equally 
small farm is cultivated by a pedant proprietor. The 
want of proper machinery and implements is the most 
formidable difficulty v^th which small farming has to 
contend; and it may be observed, in England, that the 
implements and stock of small farms are generally of an 
inferior kind. A small farmer has not sufficient capital 
promptly to take advantage of improved implements, and 
it often would not answer his purpoee to make a consider¬ 
able outlay in purchasing a new machine, considering the 
little work it would have to do on a small farm. The 
expenses of a small farm are cemparatively much greater 
than those of a large one; a flock of six hundred sheep 
would probably require only one shepherd, but six separate 
flocks of a hundred sheep would each require a shepherd. 
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A similar consideration applies to much of the other la- = 00 ® «• 
hour which is employed upon a farm; a farmer is obliged > . 

to spend the same time in going to a fair or market, 
whether he has 501. worth of stock or corn, or whether he 
has 5001. worth to dispose of. Farmers appreciate this, 
for it is proverbially said that small farms cannot compete, 
with large ones, because the profits of a small farm are 
eaten up by expenses, A small farmer in England is 
generally occupied, partly in labouring himself, and partly 
in superintending the labour of others. Frequently he is 
efficient neither as a labourer nor as an overlooker of la¬ 
bour, and the want of industry in our small farmers has , 
been often remarked. It must, however, be borne in ffw t/iese 
mind, that both the large and small tenant farmers hai^e 
no adequate interest in improving the land; for if capital are earn- 
is spent by a tenant fivrmer in improvements, the landlord, peiuated 
at the expiration of the lease, may approfiriate the whole 
advantage to himself by raising the rent*. There are, 

I moreover, improvements of a more difticult and delicate 
j kind, which, it appears, will rarely bo itaiiie*! out unless 
i th<^ <‘ultivator is stimulab'd to<t.he mast watchful and un¬ 
tiring industry, by the feeling that the land which he 
improves is his own property. The testimony of Arthur The manic 
Young on this point is very valuable:—‘Leaving Sauve,’" 
says he, ‘I was much strueh with a larg(} tiacf of land, ^ 
seemingly nothing but huge rocks, yet ijiost of it enclosed 
and planted with the most industrious attention. Every 
■ maT» has an olive, a mulberry, an almond, or a peach-tree, 

1 and vines scattered* among them; so that the whole 
ground is covered with the oddest mixture of these plants 
and bulging rocks that can be conceived. The inhabitants 
of this village deserve encouragement for their industry, 
and if I were a French minister they should have it.^ They , 
would soon tffirn all the deserts around them into gardens. 

Such a knot of active husbandmen, who turn their rocks 
into scenes of fertility (because, I suppose their own), 
would do the same by the wastes, if animated by the same , 
omnipotent principle.’ Again, ‘Walk to Rosendal (near 
Dunkirk), where M. le Brun has an improvement on the 
Dunes, which he very obligingly showed me. Between 

* [This state of things was modified, thongh not in a manner wholly 
satisfactory, by the Tenants’ Improvements Act, 1883.] 
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the town and that place is a great number of neat little 
houses, built each with its garden and one or two fields 
enclosed, of most wretched blowing dune sand, naturally 
as white as snow, but improved by industry. The magic 
of'^operty turns sand into gold.’ 

Flanders affords the most .striking example of the in¬ 
fluence produced by what Arthur Young so aptly terms 
‘the magic of property.’ The farming both in East and 
West Flanders has long been celebrated; it is unsurpassed 
in Europe; for, as Mr M'Culloch says, ‘Its natural soil 
consists almost wholly of barren sand, and its great fer¬ 
tility is entirely the result of very skilful management 
and judicious application of various manures.’ Such a 
tract of land, if owned by a landed aristocracy, would have 
remained a barren waste. It would be worthless to be 
rented by a tenant, and no labour which a landlord could 
have hired would have bestowed that unwearied and in¬ 
telligent industry which has converted barrenness into 
luxurious fertility. This will become evident when we 
know the agency by which these improvements have 
been effected. It has been frequently remarked by those 
who have travelled through Flanders,.that the Flemish 
agriculturists want nothing but space to work upon. 
"Whatever the quality of the soil m<ay be, in time they will 
make it produce something. vThe sand in Campine is like 
the sands on the ..seashore, of which it originally was a 
part; and here you see a cottage and rude cowshed 
erected on a most unpromising spot. The loose sand is 
held together in little mounds by the roots of the heath. 
A small .spot being selected, it is surrounded by a ditch and 
levelled; it is then plant;ed partly with broom and pota¬ 
toes, and perhaps a small patch of diminutive clover, and 
manures both solid and liquid are collected. This is the 
nucleus from which, in a few years, a little farlh will spread 
around. The only thing that will grow on this sand with¬ 
out manure is broom, and this will b«r sown if no manure 
can be got, and will in three years be fit to cut, when it 
is sold to bakers or brickmakers. The leaves falling en¬ 
rich the soil, and the roots give it a compactness; it may 
now be sown with buckwheat or rye without manure. 
When this is reaped, some manure may have been obtain¬ 
ed, and a course of cropping may begin. With the aid of 
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clover and potatoes, a farmer may keep cows and make 
manure; the improvement will be so rapid, that in a few 
years the soil will become as mellow, retentive of moisture, 
and enriched by manure and the decomposition of vege¬ 
table matter, as soil which was originally good; and the 
crops produced by both soils will be more nearly alike at 
harvest, than is the case in soils of different qualities in 
other countries. The people who have achieved these 
great results in agriculture are principally ])casant pro¬ 
prietors, and they labour so earnestly and so intelligently 
because the ground they till is thSir own. The Flemings, 
at a time when English agriculture was in a most back¬ 
ward condition, followed a most approved system of rota¬ 
tion of crops. The English farmer is generally a better 
educated man than these small Flemish proprietors. He 
has money at his command, a far larger capital than they 
have, and therefore he is able to purchase superior imple¬ 
ments; but a competent authority has observed, ‘that 
in the minute attention to the (pialities of the soil, in 
the management and application of manures of different 
kinds, in the judicious succession of crops, and especially 
in the economy of Jand, so that every part of it shall be 
in a constant state of production, we have still something 
to learn from the Flemings, and not from an instructcid 
and enterprising Fleming horo and there, but from the 
general practice . , 

Authorities seem unanimously to agree upon the great 
industry evinced by peasant proprietors, and thus peasant 
proprietors would appear essentially to differ from small 
farmers who rent the land they cultivate; for indolence is 
generally assigned as the fault yf this latter class. Mr 
Ingliss was forcibly impressed with the wonderfid industry 
of the peasant proprietors of Zurich. Mr Laing, a 
traveller, whb, with singular acuteness, observed the 
economy of various European countries, remarks, when 
speaking of Norway, the ‘country where peasant pro¬ 
prietors are most numerous and of longest standing in 
proportion to the population, ‘ if small proprietors are not 
gOOT farmers, it is not fsom the same cause here which 
we are told makes them so in Scotland—indolence and 

* See-an article on Flemish Husbandry in the Fanners’ Series of the 
Society for the Diffusion of Dsefnl Knowledge. 
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want of exertion. The extent to which irrigation is 
carried on, in these glens and valleys, shows a spirit of 
exertion and cooperation to which the latter can show 
nothing similar.’ Once more we will quote Arthur Young, 
who has most happily expressed the effect which the feel¬ 
ing of property exerts in stimulating industry. Although 
Arthur Young often found great fault with the agriculture 
which he observed on some of the small properties in 
France, yet he remarks that what he saw in France 
‘ proved that property in land is, of all others, the most 
active instigator to severe and incessant labour. And this 
, truth is of such force and extent, that I know of no way 
so sure of carrying tillage to a mountain-top, as by per¬ 
mitting the adjoining villagers to acquire it in property; 
in fact, we see that in the mountains of Languedoc they 
have convoyed earth in baskets on their backs, to- form 
a soil where nature had denied it.’ It has been often 
urged as an objection against small properties in land, 
that there arc many important improvements which can 
only be carried out by a “cooperation of labour and by a 
combination of resources, which, it is supposed, would not 
exist among small proprietors. For instance, it may be 
impossible to drain one isolated field, if those around it 
’ remained undrained; an outlet must bo found for the 
water, artd in this way the interests of an adjoining pro¬ 
perty might be effected. Again in many countries the 
fertility, and consequently the value, of the land depends 
on irrigation. Any one who is acquainted with tho.se 
works of irrigation which, for instapee, in Wiltshire and 
Hampshire, have converted many of our English valleys 
from almost useless swaipps into the richest meadow-land, 
will no doubt have observed, that the most expensive of 
those works are not constructed for any particular field, 
but servo a large tract of country. Therefoife it might be 
supposed that irrigation would never be attempted, if it 
were necessary to consult tHfe conflicting interests of a 
great number of small proprietors. Such a supposition is 
completely met by the testimony of Mr Laing with regard 
to Norway, who assures us that in many districts entirely 
occupied by peasant proj^rietors, irrigation is carried out to 
its fullest possible extent. Mr Laing emphatically speaks, 
not only of the industry, but also of the cooperate of 
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labour, shown by the Norwegian peasant proprietors in 
irrigating their land. 

English writers, whilst allowing that a small proprietor 
may cultivate his land with great care, have almost in¬ 
variably assumed that this kind of cultivation is more 
suited bo a garden than a farm, and hence it is frociuently 
stated that farming by peasant proprietors is much more 
expensive than farming on a large scale. The gross pro¬ 
duce from small properties may bo greater, but the net 
produce, it is said, cannot be. Some continental agricul¬ 
turists have, however, enquired 'into this subject with 
great care, and their conclusions are worthy of attoutivo 
consideration. Amongst a great number of (jerman wri¬ 
ters whose opinions upon this subject coincide, we seler;t 
Albrecht Thaer, a writer on the dideront systems of agri¬ 
culture, and who had, in some of his earlier works, ex¬ 
pressed himself very decidedly in favour of large properties 
divided into large farms. He says he is convinced ‘ that 
the net produce of land is greater, wh('u farmed by small 
proprietors, than when farmeef by great proprietors or 
their tenants.’ Mr Kay, a mostdntolligeut English writer, 
expresses the same opinion, and says;—‘ The peasant 
farming of Pru.ssia, Saxony Holland, and Switzerland, is 
the most perfect and economical farming I have ever 
witnessed in any country.’ But if the not prodiu^^ of land 
is increased when occupied by small puppi-i(dors, a large 
estate ought, of course, to bo more valuable if it were 
divided among several small proprietors. Upon this 
point M. Reichenspurgor has given some most valuable 
information, based upon personal observation, and upon 
statistical facts. He expretsses a y'ery decided opinion, not 
only that the gross produce of any given number of acres 
held and cultivated by small or peasant proprietors, 
is greater tlftin the gross produce of an equal number 
of acres held by a few gi'eat proprietors, and cultivated 
by tenant farmers f but ^hat the net produce of the 
former, after deducting all the expenses of cultivation, 
is also greater than the net produce of the latter. 
He mentions facts ivhicJi seem to prove that the fer¬ 
tility of the land, in countries whore properties are 
' small, must be rapidly increasing, and substantiates this 
i opinion by proving that the price of the land which is 
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the value rapidly, than the price of land on the great estates. This 
of email jg the most conclusive testimony which can be given in 
propertiee. fg^yeur of small landed properties; it is in fact a practical 
and complete solution of the question, for upon this sub¬ 
ject abstract reasoning will have little effect in convincing 
the great bulk of mankind. Opinions quite as favourable 
to the system of peasant proprietors as those just quoted 
have been expressed by more recent writers. No one has 
taken more pains to observe the actual working of the 
system in France, the Channel Islands and other places 
than the Rev. F. Barham Zincke. His testimony is the 
more valuable because his position as incumbent of a rural 
parish in Suffolk has enabled him to become thoroughly 
acquainted with the condition of our own agricultural 
population. In the description* of a week spent with the 
fomily of a small cultivating proprietor in the Lirnagne he 
makes special reference to the frugality and other social 
virtues developed by the system. But even when a very 
strong case can be made out in favour of small properties, 
it will not convince a people like the English, who are 
accustomed to a different system; they will naturally 
■ say—If small properties are more advantageous, an estate, 
if divided, would realise a larger price; and therefore a 
large estate, whe^never it was sold, would inevitably be 
partitioned into a great number of small properties. The 
reverse of this, however, has taken place in England; 
Mxperi- estates have not been more subdivided, for it is well 
known that within the last few years, in almost every 
■ district, a great number pf small properties have gradually 
been absorbed, and combined into large estates; this 
apparently affords very strong evidence that small pro¬ 
perties are not in England economically advantageous. 
Tiieprin. It is often erroneously imagined, that if a political 
ctpai legal economist describes the advantages Vhich are conferred 
to the itiT . upon a nation by the existence ot a class oi peasant pro- 
troduction prietors, he must therefore be anxious to introduce small 
ofpeaeant , 

If'oflnightly Review, November, 1878, “Tlie Feasants of the 
land are by the Ber. ?.■ Barham Zincke. See also an article by the 

same author on “Landowning oultivators,” Fortnightly Bm'etc, January, 
1883. 
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properties into a country like our own by some compulsory 
measures. But many of the advocates of peasant proper¬ 
ties desire no more than that legislation should not foster 
one system of land tenure more than another. If the 
law of a country gave no artihcial encouragement to any 
particular form of laud tenure, thou the development of 
any system would be spontaneous, and would prove its 
economic advantage. In England, many circumstances 
combine, not only to prevent the partition of large into 
small properties, but also to encourage the rapid absorp¬ 
tion of the small properties, whicli were so numerous in 
former times. The iiilluonce thus exerted to encourage 
the aggregation of land is partly due to our law of real 
property; partly to customs which this law fosters; and 
also partly to causes which may be described as natural, 
and whose operations cannot therefore be directly con¬ 
trolled. Taking these three different chxsses of circum¬ 
stances in order, it may be sufficient here to state that the 
legal influence referred to arises from the law of primo¬ 
geniture, from the power of entail, and from a system of 
conveying landed property whi(?li is costly and imnibroiis. 
:It is, no doubt, often truly said that in England primo- 
feeuiture is maintained much more by custom than by law. 
No one is compelled to leave his laud to his eldest son; 
and the only occasion in which the eldest son is necessarily 
preferred to the younger childi’cn is in the casti f)f intes¬ 
tacy. When it is remembered that few people die without 
a will, it is often argued that the law of intestacy, with 
regard to real propesty, prodtices but a very slight effect. 
It is, however, impossible to say to what an extent the 
custom of primogeniture, which so generally prevails in 
England, is encouraged by this law. When a man dies 
without a will, it is only fair to conclude that such g, dis¬ 
position is m^le of his property as the State deems to be 
ittost strictly just. .The law of England, therefore, virtually 
fcffirms that in the cadfe of peraonal property all the children 
|f a family shall be treated alike; but*with regard to real 
Property the extraordinary doctrine is laid down, that it is 
nst that the eldest son, tw the exclusion of his mother and 
Brothers and sisters, should inherit all the land possessed 
Kr his father. To prefer one child before all the rest is so 
Kntrary to the instincts ofliuman nature that the custom 
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of primogeniture could not be maintained unless it were 
supposed that some collateral advantages were assoeiated 
with it, or unless the custom derived some such sanction" 
as is given to it by the law of this country. In feudal 
times there were collateral advantages associated with 
primogeniture, because it was necessary to keep landed 
estates intact for purposes of protecting them against 
hostile attack. But now that property is secure, the un¬ 
natural institiition of primogeniture has no defence except 
that which it derives from the sanction conferred upon it 
by our law of intestacy.' 

But great <ts is the influence which is exerted upon the 
aggregation of laud in England by the law and custom of 
primogeniture, the effect produced by the law of entail 
and the practice of settlement is probably still greater. 
Our law enables land to be settled upon any number of 
lives in being, and upon the unborn child of the survivor. 
Until the Settled Laud Act (1882) was passed it was 
seldom possible to sell any part of an entailed estate 
unless the money was reinvested in land. The effect of 
this power of entail was «to prevent by far the larger part 
of the land of the country being a marketable commodity. 
It may be anticipated that the effect of entail will be to 
some extent modified by the Settled Land Act, to which 
refereuefe has already been made. This Act authorizes the 
sale of settled l^nd, but the many conditions associated 
with the sale will no doubt prevent as much land being 
brought into the market as w'ould be the ease if the law 
were so changed that every person, became the owner in 
fee of the land in his possession. It is obvious that the 
direct effect of maintaining any system which restricts the 
(piantity of land that may be brought into the market, is 
to artificially diminish its supply. 

The acquisition of small properties in Idlnd is also im¬ 
peded by our cumbrous system of conveyancing. It usually 
happens that the cost of conl^eying H snffil plot of land is 
out of all proportion to its value. It is therefore manifest 
that a heavy penalty is imposed upon the subdivision of 
land. 

Besides these causes which are connected with laws that 
can be at once repealed or modified, the aggregation of 
land is promoted by other circumstances which cannot 
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be so directly controlled. Thus in a country which is 
^vancing in wealth and population the number of people 
i^fho are able and anxious to purchase land is constantly 
increasing. The possession of land confers social position 
and political influence. If a man owns a large estate 
he is certain to bo made a deputy lieutenant and pro¬ 
bably high sheriff of his county; these social distinctions 
are highly valued. The possession of land also enables a 
man to enjoy the pleasures of a country life. There are 
consequently many collateral adviyitages associated with 
the ownership of land; which, in a country such as our 
own, are each year increasing in value. The price which 
is paid for landed property is therefore composed of two 
elements. The one represents the agricultural value of 
the land and may be estimated by the rent annually 
yielded. The other element represents the pecuniary 
value of those collateral advantages associated with land, 
which have just been alluded to. It is manifest that if 
this last clement constitutes any con.siderable portion of 
the whole value of the land, a man cannot afford to 
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become the purchaser of land Vho dosings to eidtivate 
it for profit. It has bemi previously stilted that in a 
thickly peopled country such as England, the difference 
between the market value and the agricultural value of 
land steadily increases; hence each year a smiiller area 
of our land will be cultivated by those wiio own it. This 
tendency to separate the cultivation from tlui ownership of 
the soil is, as previously explained, greatly intensified by 
various laws, such as 4he law of primogeniture and entail. 
It therefore becomes of particular importance as far as 
possible to remove all the encouragement, thus artificially 
given, to promote the aggregation of land. The opinions 
M.the highest authorities on Agriculture, such as Afthur 
Biting and ofhers, have been quoted to show that the 
pieling of ownership exerts by far the most powerful 
iofluence that cm be*broughT. into operation to secure the ! 
|tnp8t efficient cultivation of land. The same opinion has ! 
been strongly expressed by Adam Smith and by almost 
livery other distinguished political economist who has 
written since his time. 

After having pointed out some of the economic dis- 
|)>dvanteges associated with the aggregation of land, it 
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will be important to enquire whether there are any 
counterbalancing advantages resulting from our existing 
system of land tenure. Even those who are most decided 
in their opinions as to tho productiveness of England’s 
industry, must feel that the condition of those who are 
employed in agriculture is most unsatisfactory; for there 
are few classes of workmen who, in many respects, are so 
thoroughly wretched as the English agricultural labourers. 
They iire in many districts so miserably poor, that if they 
were converted into slaves to-morrow, it would be for the 
interest of their owners to feed them far better than they 
are fed at the present time. In some localities which are 
at a considerable distance from the manufacturing dis¬ 
tricts, twelve shillings a week may be regarded as the 
maximum of agricultural wages during the winter months. 
A few years since much lower wages prevailed; eight 
or nine shillings a week wore then frequently paid. A 
moment’s consideration will show that such wages are 
barely suflSciont to supply the first necessaries of life. 
Meat_ cannot be tasted more than once a week, and those 
who have to exist on this scanty fare arc more exposed 
than any others to the inclemency of our trying climate. 
Such Avages will not permit the slightest provision to be 
made either for sickness or the feebleness of old age. 
Throug*hout large agricultural districts not a single agri¬ 
cultural labourer- will be found who has saved as much as 
a week’s wages. A life of toiling and incessant industry 
offers no other prospect than a miserable old age; for 
when these labourers are too old to work they will either 
be paupers in the workhouse, or they must come, as sup¬ 
pliant mendicants, for* parish relief But even the phy¬ 
sical suffering which is associated with their poverty is 
not 4he worst feature of their condition; their ignorance 
is as complete as it is distressing. Improved schools, 
enormous educational grants, and a general zeal for 
instructing the poor, have tailed t8 educate the agricul¬ 
tural labourers. The reason of the failure is obvious. 
When children leave school at eight or nine years of age, 
to become ploughboye^ the little that has been learnt is 
sure to be forgotten; and the consequence is, that in 
many large agricultural villages there is not one young 
man who can read sufficiently well to understand a news- 
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paper. Parents may be accused of neglecting their chil¬ 
dren’s welfare; but how can we expect those who are 
so miserably poor, who are ignorant themselves and 
know not the value of knowledge, to sacrifice the two 
shillings a week that a child of eight or nine years of age 
may readily earn ? Other countries, no doubt, possess 
labourers who are equally poor and equally ignorant; but 
the poverty and the ignorance are heightened, when con¬ 
trasted with the accumulated wealth and the vaunted 
civilization with which they are surrounded. We make 
these renifirks in onicr to show, tluat even if the system 
of land tenure in this country is productive of wealth, yet 
that the distribution of this wealth is so unsatisfactory, 
that those whose labour is instrumental in producing it 
are miserably poor, and their life in every respect most 
unenviable. They have, in fact, to work with the regu¬ 
larity of machines, without hope that their condition will 
bo improved'. 

Let us now impiire whether "the condition of an agri¬ 
cultural cotnmunity is more desirable when the land is 
owned and cultivated by peasant proprietors. Before 
quoting any special instances, it may bo mentioned that 
the condition of a man who can enjoy the entire fruits 
of his own labour is in every respect superio* to the 
condition of one who is simply a hired labourer, and who, 
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’ Siiiise this description of the condition of the agiioultural labourer 
was written, a remarkable movement, inaugurated by Mr Arch, has led 
to the establishment of agricultural unions. Those unions were com¬ 
menced in the spring of 1872; they had scarcely been in existence a year 
when they effected a not unimportant rise in agricultural wages through¬ 
out the country. This rise even in the districts wlmre the lowest rate of 
wages prevailed amounted to not ‘less than 2«. a week; in other districts 
an advance of 8«. or 4s. a week was secured. From what has already 

I observed o^this movement, during the few years it has fffeen in 
tion, it seems probable that it will not only obtain a higlier re¬ 
ration for the agricultural labonier, but it is also likely to exert a 
ful influence in promoting his^enoral welfare. This subject will be 
sd to again in the Chapter on Trade Unions. The comlition of the 
iltural labourer is likely to be further advanced through unproved 
tion. By the Klementary Education Act of 1870 efficient schools 
provided for the whole ooijntry, including the rural districts; and 
Act which was passed in 1876 man^ of the evils resulting fronj 
nature employment of children in agriculture have been prevented, 
lid can now be employed under 10 years of age, and a child cannot 
iployed between the ago of 10 and 14 unless ho can produce a 
cate that he has receiv^ a certain amount of education. 

N 2 
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the most depressing influences with which they have hcul 
to contend is the difficulty of employing any savings which 
they may accumulate to raise themselves from the position 
of mere hired labourers. It may be shown that it is not 
so much the want of means as the want of opportunity 
which prevents the working classes employing their savings 
as capital ; for the aggregate deposits in the Trustee 
Savings Banks and in the Post Office Savings Banks ex¬ 
ceed (1887) 97,000,000t; [while in addition, a sum of 
£3,700,000 has been invested through the agency of these 
Banks in Government Stock.] Although a portion of this 
amount is deposited by tho.se who do not belong to the 
working classes, yet there can b(( no doubt that a con¬ 
siderable proportion of this largo sum belongs to the 
working cla-sses and might be employed by them as capi¬ 
tal. In referring to the subject of co-operation in a sub¬ 
sequent chapter, it will be shown that there are grounds 
for hoping that with an advance in the general condition 
of the labourers they will b(' able by combining to employ 
their savings as capital in undtirtakings which to be suc¬ 
cessful require to be (H)iidu(;ted»upon a largo scale. With 
regard to agriculture, so far as it can be successfully carried 
on by peasant proprietors, experience amply proves that 
no more powerful motive can be brought into operation to 
encourage prudence than the prospect of a labburer ac¬ 
quiring a plot of land which he can cultivate as his own 
property. The value of such an acquisition to the labourer 
is not to be estimated by the amount of wealth with which 
it enriches him. It.makes him in fact a diffia-ent man; 
it raises him from the position of a labourer, and calls 
forth all those active qualities of, mind which are sure to 
be exerted when a man has the consciousness that he is 
working on his own account. ' ^ 

These remftrks are corroborated by the unanimous testi¬ 
mony of competent authorities; for it has been repeatedly 
affirmed that peasa*t projftietors are invariably a most 
thrifty class, and so anxious are they to accumulate capital, 
that the style of their living has often been erroneously 
supposed to denote poventy, when it is simply a result of 
great economy. The advantage ft) be derived from saving 
p brought most distinctly home to them. A small pro- 
iirietor faows, that if he can save a few pounds, he wifi be 
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able to have another horse or cow, or perhaps some new 
implement, and he is able clearly to foresee the profit which 
ho will derive from such a purchase. Let a man once feel 
how efiicient the wealth which he saves may become in 
producing more wealth, and he is sure in future to exert 
himself actively to accumulate capital. Mr Browne, who 
was some years since the English consul at Copenhagen, 
has made some most interesting observations with reference 
to the peasant proprietors of Denmark. He bears decided 
testimony to their thrift, and also to the superior comfort 
in which they live. Thus, he says, ‘ The first thing a Dane 
does with his savings is to purchase a clock, then a horse 
and cow, which he hires out, and which pay a good interest. 
Then his ambition is to become a petty proprietor, and 
this class of persons is better off than any in Denmark. 
Indeed, I know of no people, in any country, who have 
more easily within their reach all that is really necessary 
for life, than this class, which is very large in comparison 
with that of labourers.’ 

A system of small landed properties has sometimes been 
condemned, because it is»supposed to encourage a reck¬ 
less increase of population. Thus thp late Mr Richard 
Jones, in some lectures which he gave as Professor of 
Political Economy at the East India College formerly 
existing ^t Haileybury, says.that the peasant proprietors 
are ‘ exactly in tlyi condition in which the animal disposi¬ 
tion to increase their numbers is checked by the fewest 
of those balancing motives and desires which regulate the 
increase of superior ranks, or more civilized people. Ho 
however entirely fails to support this opinion by specific 
facts. Many other writers besides Mr Jones have main¬ 
tained that small landed proprietors must become gradu¬ 
ally impoverished, in consequence of the continued division 
of the land amongst the children of each gtoeration. It 
is not unfrequently assumed, that a man will marry directly 
he acquires a small landed ][Jtopert 3 % a large family will 
have to be maintained, and that the father will be able, 
at his death, to make little or no provision for his numer¬ 
ous children, unless he either divides the land which he 
owns amongst them, or* else leaves the land to one of his 
children heavily encumbered with annuities, to be paid to s 
the rest. In order to disprove such suppositions, we will 
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in the first place show that all d priori reasons would lead 
us to conclude that the ac(juisition of propt^rty will act 
more powerfully than any other circumstance to make a 
class prudent with regard to marriage; we shall, in the 
second place, adduce specific facts bearing upon the slow 
rate of the increase of population amongst peasant pro¬ 
prietors. 

The most casual observer must have retnarked that the 
poorest classes in this country show the greatest impru- ' 
dence with regard to marriage. As a general rule, a man 
does not marry, in the middle and upper classes, unless he 
believes that ho shall, at any rat^^, be able to give his 
children as good an education as hi* has himself received, 
and be also able to place them in a social position similar 
to that which ho him.solf occupies. The majority of men 
are accustomed to some particular style of living, and they 
generally refrain from marriage, if the increased expenses 
of married life would compel them to live in a manner 
which would not give them, what has been aptly termed, j 
‘their habitual standard of comfort.’ But tlie very poor; 
are not influenced by any such* considerations-they are j 
not restrained from marriage by a desire (o preserve a \ 
certain standard of comfort. What standard of comfort J 
could the miserable cottiers of Ireland have had ? Those j 
who are accustomed to poverty do not attempt tt) Exercise I 
any restraint with regard to marriage; a®d amongst such 
persons, population is only restrained by the great mor¬ 
tality which prevails amongst the very poor, and more 
especially amongst thijir children. But when a labourer 
becomes a small landed proprietor he is at once influenced 
by the same motives which render the middle and upper 
classes prudent with regard to marriage. A person in the 
middle classes appreciates the value of the position he 
occupies; and*he will not maiTy, if marriage will so im¬ 
poverish him as to render it necessary for him to resign 
his po.sition. A smali landed proprietor must be quite as 
forcibly convinced of the superiority of his own position 
compared with that of a hired labourer; and he will be 
equally careful not to nrnrry, if he considers that the 
Expenses of a family would force him to give up this posi¬ 
tion, and would compel him to sell his land, and return to 
|the ranks of the ordinary labourer. There is, moreover. 
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abundant evidence to prove that pesisant proprietors are 
acted upon by these motives. Sismondi, perhaps more 
than any other writer, has been impressed with ^e evils 
which result to the poor from over-population, consequent 
on imprudent marriages; and his strong advocacy of pea¬ 
sant properties is principally based upon the conviction 
that the system acts powerfully to restrain population. 
His testimony with regard to France is extremely impor¬ 
tant, because in France the system of peasant proprietor¬ 
ship is put to the most severe test, by the operation of the 
law which enforces the equal division of landed property. 
Sismondi says, ‘There is no danger lest the proprietor 
should bring up his children to make beggars of them. 
He knows exactly what inheritance he has to leave them; 
he knows that the law will divide it equally amongst 
them; he sees the limit beyond which this division would 
make them descend from the rank which he has himself 
filled, and a just family pride, common to the peasant and 
to the nobleman, makes him abstain from summoning into 
life children for whom he cannot properly provide.’ 

Mr Kay, who may always be relied upon as a most 
accurate observer, shows that the prospect of acquiring 
landed property makes not only those who are engaged 
in agriculture prudent with regard to marriage, but also 
exerts tlie same influence upon the labourers who are em¬ 
ployed in the adjacent towns. Speaking of Switzerland, 
he says, ‘In some parts, as in the canton of Argovie, for 
instance, a peasant never marries before he attains the 
age of twenty-five years, and generally much later in life; 
and in that canton the women very seldom marry before 
they have attained the age of thirty. Nor do the division 
of land, and the cheapness of the mode of conveying it 
from, one man to another, encourage the providence of the 
labourers of the mral districts only. Thby act in the 
same manner, though perhaps in a less degree, upon the 
labourers of the smaller tovras. In che smaller provincial 
towns, it is customary for a labourer to own a small plot 
of ground, outside the town. This plot he cultivates in 
the evenings, as his kitchen-garden. He raises in it vege¬ 
tables and fruit for the use of his family during the winter. 
After his day’s work is over, he and his family repair to 
the garden for a short time, which they spend in planting, 
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sowing, weeding, or preparing for sowing a harvest, ac¬ 
cording to the season. The desire to become possessed of 
Lone of these gardens operates very strongly in strengthen- 
|ing prudential habits, and in restraining improvident 
Imamages. Some of the manufacturers in the canton of 
[Argovie told me that a townsman was seldom contented 
|until he had bought a garden, or a garden and house, and 
|that the town labourers generally deferred their marriages 
ffor some years, in order to save enough to purchase cither 
^ne or both of these luxuries.’ Mr Kay also proves, 
tby precise statistical facts, that’ the peasant proprie- 
;.tors of the Prussian Rhino-land are extremely provident 
[with regawl to marriage, the ordinary ago at which 
Ipeople there marry varying between twenty-five and 
[thirty years. Numerous other facts might be addirced, 
[to prove that a system of cultivation by peasant jrro- 
fprietors is in every respect most satisfactory in its social 
!Conse({ueiJces. 

In contrast with these results, the effects of our own 
system of land tenure may be correctly chara<d,erised in 
the following manner. The laitd is owned by compara¬ 
tively few great landlords; it is occupied by tenants who 
have sufficient c-apital to cultivate large farms, and the 
labour is supplied by hiriKl labourers, whose poverty is 
proverbial and whose industnial status is altogether un¬ 
satisfactory. When the soil of a counf^-y is owned and 
cultivated by peasant proprietors, the efficiency of pro¬ 
duction is not interfered with; and we believe it has 
been shown that th<* social and material condition (jf 
peasant proprietor’s is most .satisfactory. Our own history, 
at least, proves that this class, formerly represented in 
this country by the ancient yeomanry, has ever been dis¬ 
tinguished for its independence and its patriotism. 

Whenever fhe system of peasant properties is advocated, 
it is important to state, in the most explicit manner, that 
it is not desirable to ^ive artificial encouragement to the 
a-eation of small landed properties either by compulsory 
.egislation or by grants of public money. Some people 
ire never tired of repeating the misrepresentation that all 
^ho are dissatisfied with the Ehglish system of land 
^nure, are anxious to sukstitute for it the French law of 
{ompulsory subdivision of land. Neither the aggrega- 
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tion of land nor its subdivision ought to be enforced by 
legislation. If things wore allowed to take their natural 
course, experience would soon prove which system of land 
tenure was the most beneficial to different countries. The 
objections to the creation of peasant properties by ad¬ 
vances of public money will be dealt with in a future 
chapter'. 

It has already been stated that in growing corn and 
some other products, large farming will become com¬ 
paratively more advantageous than small farming, as 
machinery is more extensively used in agriculture. In 
order, therefore, to combine the peculiar advantages as- 
.sociatod with largo farming with those resulting from 
peasant properties, it may be anticipated that, in future, 
land will often be owned and cultivated by associations 
of labourers. The desirability of forming such associa¬ 
tions will be shown in the chapter which describes the 
progre.ss of co-operative societies. 

A great extension of the system of small properties in 
land has resulted from the emancipation of the serfs of 
Russia which was carried out by the late Emperor Alex¬ 
ander. Previously the whole land of Russia was cultivated 
by serfs. The.se serfs were supposed to number about 
22,000,000; their condition had for ages been that of semi¬ 
slavery.' Eacih serf generally occupied a small portion of 
land; and insteadj of paying the proprietor of the soil any 
rent, the serf was bound to give him a certain proportion of 
his labour, and to render him various other services. As 
long as the serf fulfilled his obligatujn.s, he had a claim to 
the plot of ground which he was accustomed to cultivate. 
The landed proprietor y^as, however, permitted to exercise 
upon the serfs much of the tyranny with which, in feudal 
times, the lord oppressed his villeins. A Russian serf could 
not inairy whom he pleased; labour was ruthfiessly extorted 
from him by the stick and by other means of corporal 
punishment; and a trivial offence, perhaps never properly 
investigated, would often consign a serf to perpetual Sibe¬ 
rian exile. The Emperor Alexander II. of Russia made 
every Russian serf a free labourer, and gave him possession 
of two thirds'of the smdll plot of land which he held upon 


• See Chapter xi. Book II. 




Peasant Proprietors. 

he feudal tenure previously described. The time which has “o®* «• 
ilapsed since this great scheme of emancipation wjis com- . 
deted, is too brief to enable a judgment to be formed as to 
ts results. It need cause no surprise or disappointment 
hat so fundamental a change in tlie social and economic 
iondition of a nation, should be accompanied by some 
.emporary inconvenience, even to the emancipated serfs 
■hemselves. But all experience would lead to the conelu- 
iion that Russia will in a few years derive incalculable i 
advantage from a reform which may convert millions of 
serfs into as many prosperous peasant, proprietors. Nothing 
jrobably has so powerfully contributed to" promote the 
jrogress of Prussia as the reforms which were carried out 
n her system of land tenure, at the commencement of 
;he present century, by Stein and Hardeiiberg. A feudal 
ienantry was tran.sformed into cultivating proprietors, who 
lave probably more than any other class contributed to 
ihe social and material advancement of Prussia. But the 
extraordinary manner in which France has recoven.'d her 
prosperity since the conclusion of her disastrous war with 
jrenuany, alfords the most striking illustration of the 
wealth diffused amoqg the agricultural classes by a sj'stem 
if peasant properties. Although the cost of the war to 
France including the indemnity to Germany was not less 
than 400,000,OOOi., and although many extensive tracts of 
land were laid waste, yet a great portiop of tlu^ money 
required for this enormous outlay was readily supplied 
from the accumulated savings of the French peasantry. 

English writers not .unfrequently assert that French 
agriculture is inferior to that of our own country. It 
should however be remembered J:hat whereas English 
farmers often cultivate the land with very inadetpiate 
capital, and English agricultural labourers have no cajjital 
at all, it has«been shown that the French peasantry 
possessed great reserves of capital even after their country 
had been desolated by*a destrtictive war. It has been well 
jwiid that the French ‘would save money out of wages 
ihat would scarcely suffice to keep English labourers off 
ihe pauper roll;’ and thece seems to be every reason to 
fcnclude that these habits of thrift which have been so 
fceply implanted in the French character have been 
Iwerfully stimulated by a system of land tenure which 
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causes so large a proportion of the nation to have pro¬ 
prietary rights in the soil. 

As offering a striking contrast to the description which 
has just been given of the French peasantry, we shall in 
the next chapter have occasion to refer to the deplorable 
effects which have been produced in Ireland by a bad 
system of land tenure. Hitherto almost every motive 
which could prompt the exercise of prudence and other 
industrial virtues has been absent from the life of the Irish 
peasant. A reckless increase of population has been en¬ 
couraged, and in many districts the normal condition of 
the people has been one of distressing poverty. By the 
Irish Land Act of 1881, the Irish cultivators have had 
conferred upon them proprietary rights which they never 
previously enjoyed. If the productiveness of the land is 
! increased through the application of their capital and skill, 

' the advantage is now legally secured to them, and will no 
■ longer be taken from them in the form of increased rent. 
It may be reasonably anticipated that under the influeucc 
of this legislation, the Irish character will be gradually 
: modified; for there cau'be no reason to suppose that the 
j feeling of ownership will not produce.upon the Irish much 
of the same kind of influence which it has been shown 


has been exerted upon the French and other people who 
enjoy jiroprietary rights in»the soil. 



CHAPTER Vll. 


METAYERS, COTflERS, AN]) THE EfjONOMIC ASJ'ECrS Ob' 
TENANT-RIGHT. 

A very considerable portion of the land of Europe is 
cultivated by metayers, and nearly the whole of the 
soil of Ireland before the famine in .1848 w;is occupied by 
cottier tenants. A metayer originally occupi(id the land 
on the condition that thii landowner should receive one 
half the produce as his rent. The name is still prissorved, 
although the terms of this ti.;nancy have been much 
modified. Almost the whole of Tuscany is cultivated 
by metayers, who pay the landlord two ihirds of the 
produce as rent; a metayer tenancy therefore now sig¬ 
nifies, that a certain fixed portion of the pri.)duce should 
be paid as rent. Whether this! portion should be one half,^ 
two thirds, or any other amount, seems chiefly to be regu-| 
lated by the customs of different countries. Those! who 
are only acipiaiuted with English agriculture find it diffi¬ 
cult to imagine the great extent of land which is cultivated 
by metayers. Jlefore the revolution of 1790, nearly the 
whole of the land of France was rented by metayers, and 
even at the present time scarcely any other system of 
land tenure is known in Piedmont, Lombardy, Tuscany, 
and other parts of the Italian peninsula. 

The cottier tenure is so anomalous that it is not easy to 
haracteriso it in a brtef deso-iption. It may however be^ 
.d generally, that a landlord takes from a cottier in thi 
rm of rent the utmost possible amount. The cottie 
as only left to him thte meang of bare^ subsistence!, 
ittier rents are nominal in pecuniary amount; because 
ese rents are fixed so high, that it is imjiossible for the 
ttiers ever to pay them. The nominal amount of the 
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rent often exceeds the whole produce which the land would 
yield. These tenants, therefore, are perpetually in arrear, 
and this gives the landlord the means of appropriating 
to himself the whole advantage of any unusually good 
crops. 

We have classed metayem and cottiers together, be¬ 
cause the same disadvantages in part belong to these 
two systems of land tenure; but the results which arise 
from these tenures offer in many other respects a striking 
contrast. . 

The metayer tenancy illustrates in a very remarkable 
manner the control which custom exerts over competition; 
for the fact that metayer tenure prevails throughout a 
country plainly indicates that many landloids sacrifice 
their own interests, in order to obey a custom; since it 
can be readily shown, that the rent of land, if regulated by 
competition, would in the majority of cases greatly exceed 
the metayer rents which are paid. And this will be true 
whatever may be the portion of the produce at which the 
metayer rents arc fixed; for instance, in Tuscany two 
thirds of'the whole produce arc apportioned to the landlord. 
This is probably the highest metayef rent which is paid. 
The fertility of the soil of Tuscany must be such, that one 
third of the produce which is yielded by any land which 
is cultivated suffices to pify the expenses of cultivation, 
and also remutfcrate the tenant for his labour. If one 
third of the produce was not sufficient to do this, the land 
would bo cultivated at a loss; since it is supposed that 
two thirds are allotted to rent. But if one third of the 
produce yielded by inferior land is sufficient for the pur¬ 
poses j\xst mentioned, Aen it is manifest that one third of 
the produce yielded by more fertile land would more than 
suffice, according to the rates of profit and^ wages current 
in the country, to remunerate the tenant for the capital he 
expends, and for his labour of superintendence. But when 
rents are regulated entirely by competition, a farmer can¬ 
not hope to obtain more than the average rate of profit, 
and, in such a case, the farmer who cultivates productive 
land is not in a better, positioil than a farmer who occu¬ 
pies land of inferior productiveness. The landlord is able 


to appropriate to himself the whole advantage of the 
increased fertility; since, when rents are regulated by 
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»mpetition, they are adjusted in proportion to the fer- 
lllity and other advantages which a particular farm may 
possess. When, therefore, metayer rents are paid, the 
tenants who happen to occupy the most productive land 
possess a beneficial interest, the value of which is pro¬ 
portioned to the productiveness of the soil. We will 
illustrate our meaning by an example. Lot it be sup¬ 
posed that there are two farms which vary greatly in 
productiveness, but in the cultivation of which the sauK! 
amount of capital is invested; thiij amount being 2000i. 
Let it be further assumed that the ordinary rate of agri¬ 
cultural profit is ten j>e'r cent., and that therefore these 
farmers will be satisfied with a profit of 200/. 'I’he annual 
expense of cUftivatiou, ijicluding wages, seed, wear-and- 
tear of implements, &c., may be assumed to bo in each 
farm fiOO/. Let the annual anuumt of the, produce of 
the two fanns be resptictively 1800Z. and 1500/. .If, tlnu’e- 
fore, the two farms paid rents of 800/. and 500/. nuspect- 
ively, there would in each case be 1000/. h.d't to the 
farmers; this would repla.ee their e.a,])ital, and leave them 
200/., or a profit of ten pei' cent., as a remuneration for 
their own labour and capital. These, farms therefore, if 
the rents were regulated by competition, would pay rents 
of 800/. and 500/. respectively. We, will now examine 
what would occur if these tw& same fanns, cultivated by 
the same amount of capital as before, paid a mtdayer rent 
of one third the produce ; the produce from the two farms 
above suj)posed being 1800/. and 1500/., the metayer rents 
.would conseiiucntly be 000/. and 500/. n^spc'ctively. The 
hvorse farm of the two therefore pays the; same rent as 
;before, but the better farm ])ayf* a rent of 200/. less; 
therefore the metayer tenant who occupies the more 
ertile farm would have a beneficial interest which might 
e estimated at 200/. per annum. In any special case 
ae amount of this beneficial interest depends upon the 
jroductiveness of th(? land. *The purport of this example 
not been to prejudge the (piestion, whether or not, 
ader a metayer tenure, the landlords receive smaller 
its, and the tenants are better off than if they occupied 
A land upon a rack-rent. Such a question can only be 
permined by considerations upon which we will proceed 
^remark But the object of the above example is to 
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show, that wh^n rents are regulated by a custom which 
fixes them at a certain-definite proportion of the producer, 
then the rent paid by the most productive soils is less in 
excess of that paid by the less productive than it would 
be if both were let on rack-rent. 

The arrangements connected with the metayer tenure 
vary greatly in different countries. The landlord almost 
always supplies a portion of-the capital. Sometimes he 
provides the stock, the tenant buying the seed and imple¬ 
ments. In Piedmont, the landlord pays the taxes and 
repairs the buildings, and the tenant provides stock, im¬ 
plements, and seed. According to Arthur Young, the con¬ 
ditions of the metayer tenure in Franco before the revolu¬ 
tion, were far more complicated and variable than at the. 
present time. In Champagne, the landlords commonly 
find “half the cattle and half the seed, and the metayer, 
labour, implements and taxes: but in some districts the 
landlord bears a share of these. In Roussillon, the land¬ 
lord pays half the taxes; and in Guienne, from Auch t(t 
Fleuerne, many landlords paj all. Near Aguillon, on the 
Gatounc, the metayers lurnish half the cattle. But the 
metayer tenures of all countries arc controlled by the 
principle, that the conditions of the tenure are arranged 
according to an undeviating usage. Thus, if it is customary 
in Piedmont that the landlord should pay the taxes, repair 
the buildings, and receive two thirds of the produce as 
rent, it would be an unheard-of thing for a metayer 
tenant to have his rent raised to three fourths of the 
produce, or to be displaced from hris occupation, because 
some other person offered the landowner a higher price 
for the use of the land* The whole tone of public feeling 
would prevent the landlord accepting such an offer; ii: 
fact, persons would be restrained from making the offei 
by feelings similar to those which prevent a barristei 
publicly announcing that he will hold briefs at one hal; 
the customary fees. Lancf is off^n retained for manj 
generations in the same family, by metayer tenants 
they almost regard the land as a patrimonial possession 
because they believe that they* will not be displaced fron 
its occupation, and tW the conditions on which the,' 
hold it will remain unchanged. Metayer tenants there 
fore may justly, in a modified sense, regard the land al 
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iheir own property, and consequently to tH'is tenure be- “"o* a. 
long, in part, those advantages wftich, as shown in the ; c°- vn- ^ 
last chapter, result from small properties when- cultivated and pea- 
by their owners. We say those advantages only belong 
in part to the m#tayers, because many of those motives 
upon which depend the advantages of peasant properties 
only act with limited effect in .the case of a metayer 
tenure. For instance, a metayer feels th;it be has a claim, 
to only a portion of the fruits of his labour; if ho is more 
industrious, and his land is mado more productive, the 
landlord takes a portion of this increased produce, there¬ 
fore the feeling of self-interest which stimulates the active 
and intelligent indu.stry of the j»easant proprietor cannot 
act with equal force upon the metay('r. But a more 
serious objection than that just noticed is that the metayer 
system often discourages the applhtatiou of capitSl? both 
by the landlord and by his tenant. For instance, if the 
land is drained at thi- expensi^ of a nnitayer landlord, 
whoso rent is one third of the produc<>, the land is of 
course made more productive^, but the landlord otdy se¬ 
cures one third of tin; increasi'cf produce; the remaining 
two thirds are gratuitously given to the tenant, who has 
borne none of the expen.se. If, on the other hand, the 
land was drained at the sole cost of the tenant he, in 
a similar manner, will only obtain two thirds of the 
advantage; the remaining one third -v^onld be gratui¬ 
tously presented to the landlord. Whenever the metayer 
systetn is inefficient, it is no doubt principally due to 
this cause; in fact, the strongest opponents of metayer ineffwi- 
cultivation most strenmmsly insist on the great want of 
Capital which it exhibits. 'L'his objection may be, and is, 
no doubt, overcome in those coimtries where the metayer pcneraiiy 
farming is mgst satisfactory; for when the application of 
Capital is required, there is no reason whatever why the ""puai. 
^letayer landlord and his Jenants should not equitably 
Arrange between themselves the particular amount which 
^ch party should respectively spend. If the metayer 
lents were one third of the produce, then it might be 
Suitably arranged that dne third of the cost of such a 
Hmul improvement as drainage should be borne by the 
Hw^rd, and the remaining two thirds by the tenant. 
^Hilcrms of the contract might be varied under different 

M. o 
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circumstances; the tenant ought not to pay so much, if 
there was any chance that his term of occupation would 
be limited. Arrangements similar to those are frequently 
made between English landlords and their tenants, when 
money is borrowed from the Land Improvement Com¬ 
panies, for the purpose of carrying out works of porma- 
jient utility. Although it has been pointed out that a 
nnjtaycr might not have the same motive as a peasant 
proprietor has to improve the land by incessant industry, 
and by judicious application of capital, yet on the other 
hand, it must be remembered that the labour of the 
metayer will be, in all probability, much more efficient 
than that of our own agricultural labourers, who simply 
work for hire ; they have no interest in the work in which 
they a.re employed, they have no motive but to labour 
with just sufficient skill and regularity to avoid being dis¬ 
missed. To them it is a matter of little moment whether 
their employer’s profits are large or small. The indo¬ 
lence and careles.sness which are thus engendered cause a 
loss tti .an employer of hired labour which is rarely ade- 
ipiately appreciated. In” metayer cultivation, little hired 
labour is employed. A metayer gtsierally occupies no 
more land than ho e<an himself cultivate with the assist¬ 
ance of his family. He therefore, far more than the hired 
labourer, is stimulated ttf' be industrious, because the 
profits which hii» exertions produce are at any rate in part 
his own. 

The most contradictory opinions with regard to the 
results of metayer farming have b(5en expressed by those 
who have observed it in various countries. These differ¬ 
ent results may, no doubt, be attributed to the particular 
customs which prevail with regard to the rneiayer tenures 
in different countries. Some of these customs have al¬ 
ready been noticed. We believe that the efficiency of the 
metayer tenure depends on the extent to which the cus¬ 
toms of a country facilitate Hhe application of capital to 
the land. The efficiency of the metayer cultivation also, 
in a great degree, depends upon the security which the 
tenant has that he shall not be'disturbed in the possession 
of his holding. It is hopeless to expect that there ever 
can be good farming when the cultivator is a mere tenant; 
at will, who is ever liable to have his rent raised in pro- 



Metayers, Cottiers, and economic aspects of Tenant-right. 2 11 

portion to the improvement produced on the land by 
either his skill or his capital. The evil has been partly 
remedied in England by the leasitig of farms at a rack- 
rent for a period of years which varies from seven to 
twenty-one; but, even utider this system, enterprise on 
the part of the farmer is much discouraged; for it tt)o 
frecpiently happens that his rent will bo raised at the 
expiration of his lease if he has made' his farm more pro¬ 
ductive. This evil is remedied by the metayer tenure ; for, 
as wo liave before remarked, a mataycr tenant is seldom 
di.splaced, and a rent, which is fixed at a certain definite 
portion of the produce, gives the fetiant a beneficial 
interest in the incr(!ased productiveness of the soil. 

We will now proceed to con.sidei- how far these general 
d priori remarks upon metayers ari^ corroborated by the 
facts which have been derived from experiemet' and obser¬ 
vation. Most English writers on this subject, including 
Arthur Young, Mr McCulloch, and Mr .loncs, have Ixsni 
unsparing in their denunciations of tlui uKjtaycr system; 
they assure us that it causes the land to be wri'tchedly | 
cultivated, that it deprives the fandlords of half the rent | 

' they might obtain *under a differimt tenure, and that it | 
makes the metayers themselves more impoverished and ' 
more wretched than ordinarj' labour(w.s. But thesij writers , 
have principally formed their* opinions by observing the 1 
condition of the Erencih metayers. Frbuch agriculture ! 
does not, however, afford a fair test of the effects of me- 1 
tayer farnting; for it labours under many di.sad\'antages | 
which do not operate? in other countrie.s. Mr donos, for I 
instance, supports his opiuioTi by quoting 'I’urgot; but ■ 

Turgot spoke of the country befons the French revolution. 

Then the exclusive privileges of the French nobility ex¬ 
empted them from direct taxation, and the most burdcui- j 
some imposts were thrown entirely upon the metayer i 
tenants. But in Piedmont it is an essential condition of 
the metayer tenure tliat taxes should be paid by the land- 
owner. In fact, one passage in Arthur Young’s own work 
is sufficient to explain all the defects of the P’ronch me¬ 
tayer agriculture. He sayb that iq Limousin and Angou- 
mois (the provinces which Turgot administered, and from 
gwhich he formed his impression of the metayer system) 

• the metayers have no virtual fixity of tenure: whereas 
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the metayers of Italy claim fixity of tenure as an essential 
condition of their contract.’ ‘ Again, in Limousin,’ Arthur 
Young tells us, ‘ the metayers are considered as little 
better than menial servants, romoveablo at pleasure, and 
obliged to conform in all things to the will of the landlord.’ 
Under such circumstances the system must in every re¬ 
spect work badly, and the metayers themselves must 
inevitably be poor and wretched. 

The metayer tenure of Italy strikingly contrasts with 
that of France, both in, its results and in the nature of the 
contract. Almost the entire land of Lombardy and Pied¬ 
mont is cultivated by metayers. The excellence of the 
agriculture in those countries is proverbial; in fact it is 
not surpas.sed in any country in the world. This excel¬ 
lence is not due to any peculiar natural advantages. The 
soil of Piedmont is scarcely of average fertility, and Lom¬ 
bardy was for years exposed to intolerable oppression by 
its Austrian rulers. Bad government is usually stipposed 
to cause the impoverishment of a country. 1’he Lombard 
system of agriculture mu.st, therefore, have been singularly 
efficieiit; for Lombardy continued one of the best culti¬ 
vated and most productive countries during the whole 
period through which it was oppressed by Austrian 
tyranny. In Lombardy and Piedmont tbe laud is not so 
much subdivided as in Ffance; a metayer farm seldom 
exceeds sixty, but is never less than ten acres. The farm 
buildings are models of convenience and comfort. Com¬ 
petent observers affirm that nothing can exceed the skill 
and economy displayed in the management of the land. 
Chateauvieux, who is an excellent authority, says—‘ In 
Piedmont and Lombardy the rotation of crops is excellent. 

I should think no country can bring so large a portion of / 
its produce to market as Piedmont. Though the soil is 
not naturally fertile, the number of cities "is prodigiously 
great. The agriculture must therefore be eminently fa¬ 
vourable to the net, as well' as thd gross produce of the 
land.’ Again, he remarks—‘ In no part of the world are 
the economy and management of the land better under¬ 
stood than in Piedmont, and this explains the phenomenon 
of its great population and immense export of provisions.’ 

In the valley of the Amo, the metayer farms are much' 
smaller than in Piedmont and Lombardy, their size vary- 
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ing from three to ten acres; and yet, in spite of this gioat 
subdivision, numerous travellers have described the valley 
of the Arno as cultivated with singular care and skill, and 
as presenting a most prosperous appearance. The hold¬ 
ings are so small that the home.steads of the metayers are 
situated at a short distance from each other. We are 
assured that these homesteads appear to be most neatly 
kept and have a thoroughly comfortable asp(;ct, and the 
metayer peasants in this valh^y are well and tastefully 
dres.scd. It is true that English writers have said, If you 
enter the house of a metayer he does not seem to live as 
much at his ease and to possess the same luxury as the 
farmers of other countries ; but it is most unreasonable to 
make such a comparison. A metayer in the valley of the 
Arno, who cultivates his five or six acres of land, ought 
not to be contrasted with our own fanners who possess 
large capital; such a metayer is essentially a labourer, ho 
cultivates the land without the assistance of hiri'd labour; 
if therefore we wi.sh fairly to compare the conditi(jn of an 
agricultural population in a metayer country with its con¬ 
dition under a different system of laud tenure, we ought to 
contrast the rnetayur not with capitalist farmers, but with 
agricultural labourers, working for hire. If this compari¬ 
son is made, there certainly can be no doubt that the 
metayers of Italy in their soaial and economic ct)uditiou 
are in every respect greatly superior to pur own agricul¬ 
tural labourers. 

Chatcauvioux bears important testimony to the bene¬ 
ficial influence exertud upon the landlords by a metayer 
tenure. Nothing, in fact, seems to enforce with so much 
practical effect the important maxim, that property has 
duties as well as rights. The following very intelligent 
remarks are made by Chatcauvioux: ‘ The metayer system 
constantly oedUpies and interests the proprietors, which is 
never the case with great proprietors, who lease their 
estates at fixed reiJts. It •establishes a community of 
interests, and relations of kindness between the proprietors 
and the metayers—a kindness which I have often witnes.sed 
and from which result great advantages in the moral con¬ 
dition of society. The proprietor ulidcr this system, always 
interested in the success of the crop, never refuses to make 
an advance upon it, which the land promises to repay with 
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interest,. It is by these advances and by the hope thus 
inspired, that the rich proprietors of land gradually perfect 
the whole rural economy of Italy. It is to them that it 
owes the numerous systems of irrigation which water its 
soil, {US also the establishment of terrace culture on the 
hills—gradual but permanent improvtnncuts which common 
peasants, for want of means, could never have effected, and 
which could never have been accomplished by the farmei’s, 
nor by the great proprietors who let their estates at fixed 
rents. The medayer .sy.stem therefore forms of itself that 
alliance between the ric'li proprietor, whose means provide 
for the improvement of the culture, and the metayer, whose 
care and labours iiro directed, by a common interest, to 
triiike the most of the.se advantages.’ Sismondi, who was 
a resident metayer landloixl, speaks in wann approval of 
the system. He proves by the most definite facts that 
mulcr the imdayer tenure the land is well cultivated, and 
thiit the condition of the metayer tenants is in every 
respect most satisfactory. 

The object wo have had in view in making those re¬ 
marks upon the metayer tenure has not been to jiropo.se 
its introduction into England; this, even if desirable, we 
well know is impossible, for it is the fundamental prin¬ 
ciple of this tenure, that the rent of land should bo regu¬ 
lated by custom and not by competition. But custom is 
gradually exercii^ng less influence upon the commercial 
arrangements of our own country; and rents, profits, and 
wages {ire each year apportioned more completely in 
accordance with competition. We .have, however, been 
chiefly induced to make those remarks, becau.se the pre¬ 
judice <jf English writers against every system of land 
tenure different from our own has been .so groat, that it 
is commonly assumed that the metayer tenure produces 
unmixed evils in the countries where it eifists, and that 
these countries can never be greatly improved until it is 
replaced by a .system of cultivation ■ resembling our own. 
The facts just mentioned are sufficient to disprove such 
an opinion, for we believe the following propositions have 
been estiiblished:—that the metayer system of cultiva¬ 
tion is in many instances extremely efficient;—that the 
metiiyer teinints are generally in a condition greatly su¬ 
perior to that of our own day-labourers;—and, that the 
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metayer landlords are often induced to perforin those duties 
pertaining to landed property which are too frequently 
neglected by the landowners of our own country. With¬ 
out wishing, therefore, to advocate any Utopian scheme | 
for the introduction of this tenure into England, we still j 
think it very important that its merits as well as its I 
defects should be known. | 


BOOK II. 
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It has already been stated that the cottier and mcitayer 1 Vouier 
tenure will be described in the; .same chapter, because the ' 
former system of cultivation exhibits none of the advan¬ 
tages which belong to the latter, \fhile it ])ossesses all its 
defects in an aggravated form. The cottier tenure has . 
existed on a far more extended scale in Ireland l.han in Ireland. 
any other country, for before the lamine of 1848 nearly 
the whole of the land in Ireland was cultivated by cottiers, 
and even at the present time this form of tenancy still 
exists. The cottiers of Ireland may b<; described as pea¬ 
sant cultivators; fur they rent the land directly from the 
landowner, and cultivate it by their own labour. The 
produce of the land is, thenToro, as in the case of the 
metayer tenure, entirely divided between the landlord and 
the cultivator; but .there is a fundamental difference be¬ 
tween the metayer and the cottier tenure. 'I'Ik! rent, 
which the metayer pays is definitely fixed by custom; on 
the other hand, the rent which, the cottier pays is tmtircly 


regulated by competition. Custom also giiiierally gives to 
the metayer fixity of tenure, but no such fixity of tenure 
can be claimed by cottiers; they compete against each 
other for the possession of a })lot of land, and tin’ landlord 
is only anxious to obtain those tenants who will give him 
the highest rents. Now the rack-^;ents, which arc paid by 
the large capitalist farmers in England, are regulated by 
competition; and it may thendbre be asked—Can there 
be any essential difference between rack-rents and cottier- 
rents i There is this essential and very important differ¬ 
ence; a rack-rent is^deternwned by the competition of 
capitalists, whereas a cottier-rent is determim’d by the 
competition of labourers. The conseijuonces of this dis¬ 
tinction we will proceed to explain. When fanners apply 
large capitals, as in England, to cuHivate their farms, they 
expect to obtain the ormnary rate of profit for their capital, 
and a reasonable remuneration for their labour of super- 
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iutendenco; it is, thoretbro, (jiiite impossible that the rent 
paid by English fariuors could long continue so high as to 
prevent this ordinary rate of profit being received, for if 
this were so, capital would not continue to be invested in 
farming, but would inevitably be applied in other employ¬ 
ments, where the ordinary rate of profit could be secured. 
Rack-rents, therefore, are kf^pt, as it were, in a position of 
stable otjuilibrium by the compeiition of capital; for com- 
])etition of capital signifies that men are eagerly anxious 
to invest their capital to the greatest possible advantage; 
and consequently, a rdck-reut is in this manner so ad¬ 
justed, that fanning is, on the average of years, neither 
much more nor much le.ss profitable tha)i other occupa¬ 
tions. In the case, however, of a cottier tenancy, it is 
j»opulation, and not capital, which competes for the land. 
The Irish cottiers, for instance, are miserably poor peasants, 
who possess no capital, exce})t one or two tools and the 
scanty furniture of their wretched hovels. When, there¬ 
fore, they compete for a plot of land, it is absurd to sup- 
jtose that they calculate the rent which they are willing 
to pixy, by considering whether their caj)ital would secure 
a higher rate of profit in .some other investment; they are 
themselves fit for inj other employment, and all the capital 
th(!y possess would scarcely realise more than a nominal sum. 

To a "cottier, Ihe posse.s.shjn of a plot of land is not a 
(juestion of profit, but of subsistence; and consecpiently, 
in any district, the more numerous tht^ peasantry, the 
more actively will the land be competed for. The pea¬ 
santry of Ireland were so long acpustonuid to poverty, 
that they were .satisfied if they could occupy a plot of 
ground, and obtain froin it just sufficient food to provide a 
hare subsistence; their habitual standard of comfort was 
almost inconceivably low; every fidult peasant married, 
and a want of food, with its conseqixent disfeast's, was thc 
only check upon population. Such being the condition of 
the Irish peasantry, it may 'be naturally supposed that 
cottier rents were forced up to their highest possible 
point; the cottier could only obtain just sufficient to live 
upon, and the whole remaining produce was paid to the 
landlord as rent. The amount of these cottier 

rents may be regarded as merely nominal; a peasant wa- 
so anxious to obtain a plot of ground, that he cared not 
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what rent he offered for it; he well knew that the land¬ 
lord, whatever was the nominal amount of rent, must 
leave him sufficient to live upon. And thus we learn, 
from the evidence taken before Lord Devon’s Commission, 
(1845) that the nominal amount of many of these cottiiir 
rents exceeded tlie whole produce which th<3 land yielded, 
even in the most favourable season. The ccjtticr was con- 
seipiently in constant arrear to his landlord; the landlord 
had of course a legal right to distrain for the rent, but 
such a remedy was of no value, for the whole property of 
the cottier was scarcely worth seizing, is'either could the 
landlord gain much by resorting to eviction, for the evicted 
tenant would only be replac(nl by anotlnn- tenant of the 
.same character, whose arrears of rent would accumulate 
with similar rapidity. Although eviction was a legal 
right of the landlord, yet he was restrained from exercising 
this right by the powerful niolive of personal safety. As- 
.sassination was the retribution with which the cottiers of 
Ireland not unfrecpiently punished <an evicting landlord. 
The economic condition of no other country has (wer been 
so unsatislactory as w'as the condition of Ireland under 
the cottier tenancy; for the cottiers, having taken the 
land at a rent which it was impossible for them to pay, 
had no motive to be industrious; if by skill and labour 
the land was rendered more» productive!, the iftercased 
produce was ab.sorbed in the rent of th*! landlord. The 
rents were, in fact, fixed so high, that whether (he seasons 
weri! favourable or not, whether the land was w'cll or badly 
cultivated, the cottierAenaiits coTd<l never expect to obtain 
for themselvivs any mort' than a bare subsistence; hence 
it has been aptly remarkt!d, that tl^e Irish cottiers were the 
only people in the world wlnwe condition was so deplor¬ 
able that they gained nothing by being industrious. No 
scheme could*po.ssibly be devised which would act more 
effectually to impoverish the pt'.oplc, and throw the laud 
into the most wrctiSied state of cultivation. The; pro¬ 
gress of Ireland cannot be marked by a surer sign than 
by the gradual abolition of the cottier tenure. 

In Ireland there was also a subsidiary kind of tenure, 
termed conacre. If a landlord retjuired any labour to be 
done on his estate, it was a frecjuent practice for him to 
pay the labourers he eraploj'cd, not by money, but by 
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giving them a plot of mamired ground rent free; the plot 
thus held, on the condition that the tenant should give 
the landlord so much labour, was termed conacre. This 
tenure was feudal in its character; for during the middle 
ages, a great portion of the cidtivatcd land was granted 
to tenants on the condition f.hat they should be bound 
to perform certain personal services for the landowner, or, 
as he was then tei-med, the lord. These personal service.s 
consisted either in providing tin; lord with mere ordinary 
manual labour, or else with men and weapons for war¬ 
like purjioses. 

In Ulster a peculiar kind t)f laud tenure prevails, in 
comsequeiice of the existence of a particular form of tenant- 
right. It is ordinarily supposed that tenant-right repre¬ 
sents the compemsation which is paid to the tenant by the 
landowner for improvements carried on by the tenant’s 
capital and skill, and the ctfects of which are not ex¬ 
hausted at the time when the tenant relinijuishes his 
occupation. The Ulster tenant-right is something very 
ditferent, for it represents a sum sometimes amounting 
to as-much as the value of the f(!o-simple of thi! land; this 
sum is paid for the goodwill of the farm, by the incoming 
to the outgoing tenant. Side by side with this tenant- 
right there also exists in Ulster the teiiaTit-right first 
described. Uor if an Ulster tenant relinquishes his occu¬ 
pation to his landlord he obtains from the landlord com- 
pensatioii for unexhausted improvememts. The Ulster 
tenant-right previous to 1870, when the Irish Land Act 
was pass(!d, had no legal sanction; it simply existed as a 
custom, which was, however, in almost every instance, im¬ 
plicitly obeyed. This ipay bo regarded as a remarkable 
example of the extent to which custom may control com¬ 
mercial transactions. The large sum which is paid by the 
incoming to the outgoing tenant represent^'partly a pre¬ 
mium for good will, and partly compensation for unex¬ 
hausted improvements. 

The disadvantage associated with the Ulster custom is 
that it deprives the incoming tenant of a portion of his 
capital at a time when he mest needs it for his farm. 
But <m the other hand’it has this important advantage, 
that it practically gives security of tenure, and therefore 
encourages the tenant to develop the resoiirces of his 
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farm to the utmost. It Ls obvious that the tiiiaiieial 
result of the arrangement is that the tenant pays a sinnller 
rent in con8e([uonce of the sum he has paid as goodwill 
upon entering the farm. The Irish Laud Act of 1870, 
besides giving legal sanction to the Ulster tmiant-right, 
secured to small tenants compensation iijion arbitrary evic¬ 
tion and conferred upon all tenants compensation for 
unexhausted improvements. 

Soon after this Act was pas.sed it was found that although 
it secured to the tenant, on eviction^from his holding, com¬ 
pensation for unexhausted improvtmu'nts, he might be 
deprived of a large portion of the advant.agt? of these 
improvements, which are almost invariably in Ireland 
carried out by his own capital and skill, hy the rent being 
rai.sed in proportion to the extent to which f,he land had 
been improved, 'fhe strong hereditary attachment of the 
Irishman to his holding and the limited extent to which 
other industries than agriculture exist in Irtiland, rendered 
compensatioTi, which could otdy be claimed on cessation of 
the tenancy, of comparatively little value to the gix^at 
body of Irish tenants. The Irish Laud Act (jf 1 (S81 was 
pas.sed cbietly with, the object of remedying this defect. 
This Act is btised upon a })rinci])te which probably not hing 
but the exceptional condition of Ireland and th(! peculiar 
nature of the tenure which had always obtained there, 
coidd justify. It gives the tenant the po*vei to apjasal to 
a Land C.lourt to fix the rent; the rent so fixed cannot be 
changed for fifttion years, at the (.md of which time it 
may be rcadju.sted by the same agency for a similar ))eriod. 
The interest of the tenant in his holding which is thus 
created can be freely sold, subject Ip a right of ]>reemption 
conferred upon the landlord. It is obvious that tlu^ tenants 
thus possess permanence of tenure subject to a revision of 
rents every fifBben years. 

Soon after the Irish Land Act of 1870 Wiis piissed, it was 
propo.sed to extend shme of its provisions to England and 
Scotland. In 187;) the Agricultural Holdings Act was 
passed. This measure is based upon the principle that 
capital which is invested by the tenant in the ijuprove- 
Iment of the land is his own property, and that when he 
leaves his farm he is entitled to claim from his landlord 
compensation for any unexhausted improvements which 
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liavo boeti ettbcted by the tenant’s capital. The measure 
also recognizes the right of the landlord to claim from the 
tenant compensation, if the land has been injured by bad 
farming. Althoxigh, however, these claims for compen¬ 
sation respectively possessed by the tenant and landlord 
have thus received a legal recognition, yet the very un¬ 
usual course was adopted of allowing the measure to bo 
made inoperative in any i7istanco whore either the land¬ 
lord or the tenant sl\ould declare his wish not to come 
luider its provision.«. This pow(!r to contract themselves 
out of the Act has been so largely used as to render the 
measure almost inoperative. The chief re.ason put forward 
in favour of the permissive character of the Act was the 
importance of maintaining freedom of contract. If the 
'piestion is regarded as one which only concerns land- 
owners and tenants, it no doubt may be fairly urged that s 
tenant ought to be frc'cly permitted to make whatever 
terras he likes with the landowners. If he agrees to rent 
a farm on terms unfavourable to himself, he has no more 
right to look to the State to protect him against the con- 
sccju'ences of his own imprudence than has the occupier o 
a house if he agrees to pay an excessive rent for it, or 
a trader if he purchases commodities at a price so excessivt 
as to be niinous to himself. The ehief jn.stilicatiou, however 
for imyrbsing legal regulations upon the letting of land 
which would be indefensible in the case of other mercantih 
transaction.s, arises from I he fact that the whole communitj 
is vitally interested in making the laud as productive a 
possible. If the buyer of a comntodity pays an extra 
vagant price for it, the loss which he suffers represents s‘ 
much gain to the seller* It is simply a transfer of wealtl 
from one person to another in which the general public ar 
not interested. But if the cultivators of land agree t 
rent it on conditions which can be proved tb’cause a grea 
diminution in its productiveness, then the entire com 
munity is injured, because alt that is raised from the Ian 
becomes dearer, if inferior cultivation Icasens its productive 
ness. Nothing is more certain than that the investmer 
of capital in the improvement <of the land must be moj 
seriously impeded as loilg as the cultivator has no securit 
that the advantage resulting from the expenditure of h: 
capital will not be appropriated by another. A tenar 
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virtually spends his money not for his own advantage but 
for the advantage of the landowner, if he can be arbitrarily 
evicted without receiving adequate compensation for im- i 
provcments. From such considerations it inevitably follows 
that land will not, as a general rule, b(‘ jnoperly cultivated 
if, as is the case in our own country, those who rent it 
seldom possess any security that they will be able to claim 
compensation for unexhausted iin()rove?aents. 'I’he correct-1 
ness of this conclusion is repeatedly confirmed by those who 
are intimately accpiainted with agri^ultim;. Lord Leicester, 
a large landed proprietor and a well known agi’iculturist, 
has said that after having travelled through a consider¬ 
able portion of England and Scotland, and having carcs- 
fully observed the farming, he has arrived at a very 
positive conclusion, tlnat the produce of the land mighl. be 
nearly doubled if our present system of agriculture were 
improved by the applicatioTi of a greater amount of capital 
to the cidtivation of the land. A similar ojhnion has 
been expressed by Lord Derby'. The coitccI ness of thes(i 
conclusions receives an important confirmation fiinn the 
excellent tanning which jnx'vails* in parts of Lincolnshire, 
where a system of tenant-right is maintained by custom. 

Tin.' prohibition by law oi' the letting of land iqion 
conditions which effectually prevent the investment of an 
adequate amount of capital tn agriculture, is l.o be de¬ 
fended on the ground, not that, it will give protection to 
a special class, but that it will powerfully promote the 
gemu'al well-being of the nation. It can in (iw-'t be easily 
proved by a .simple Example that farmers are not more 
interested than are the labourers and the general public 
in obtaining for the cultivator greater security for the 
capital which ho invests in the imprcwiiinent of the land. 
Suppose, for instance, that a fanner has a capital of (lOOOf. 
employed in Sis business, and that he would be willing to 
increase this capital by 400011. if a measure of tenant-right 
gave him adequate‘security for the capital .so invested. 
Considering the great amount of English capital which is 
embarked in foreign investments, it may be fairly itssumed 
that the whole of this additional capital, or at any rate a 
considerable portion of it, is withdrawn from some foreign 

Mach valuable information bearing on this and other points con¬ 
nected with English farming, is contained in the evidence given before 
the Boyal Commission on Agriculture which reported in 1882. 
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iiivestiTient, and c^onst!(|ueiitly so much more capital is em- 
ployt^l ill English farming without in anyway diminishing 
the capital einployod in other branches of English indus¬ 
try. The 4000/. might, for instance, have been lent to the 
Russian government to construct a military railway; and 
upon such an investment an intercist of 5 per cent, would 
be yielded. It is usually supposed that a profit of 8 per 
cent, is a fair return upon capital employed in English 
fiinning. It is, therid'ore, evident that the gain to the 
farmer, from einployii^.j this 4000/. in his own business, 
would be represented by tlu^ dith^roncc between 5 per cent, 
and 8 per cent., which on 4000/. is 120/. a year. This, 
howevi’.r, is only a small portion of the whole advantage 
resulting from the change. Tin; chief part of it will in 
reality be gained by the labourers and the general public. 
We have ascertained, after iinjuiry from practical farmers, 
that at least GOO/, out of every 4000/. of additional capital 
employed in the miinncr described would be used in pay¬ 
ing additional labourers; the demand for labour would 
therefore yro tanto increase, and the wages of agricultural 
labourers would advanci;.* Wc; have also iisc(;rtained that 
the application of this additional capibil would probably 
increa.se the produce of tin; laud by at lea.st 800/. a year. 
This additk)nal product; would be .so much added to the 
food supplies of tin; country.* Hence it follows that wherefis 
the farmer gaiiiB 120/. a year, the labourers would have 
000/. a ye<ar more distributed amongst them in wages, 
and the land would yield annually for the community 
800/. worth of additional food. It is, moreover, to bo 
borne in mind that a part of the additional capital would 
be employed in the purtihfise of implements, in the erection 
of new buildings, etc., and an important stimulus would 
thus be given to various branches of industry besides 
agriculture. In the (ixample just given, it has been sup¬ 
posed that the additional capital employed in the cultiva¬ 
tion of the land had been ^'eviously invested in a high 
chnss foreign security; in order, however, to obtain an 
adequate idea of the economic gain which might result to 
the nation if greater security wehe given to capital invested 
in the cultivation of the*lana, it is necessary to bear in mind 
that at the very time when English land may be said to 
thirst for more capital as much as a dry soil thirsts for rain, 
vast sums of English capital are annually wasted in a count- 
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less miniber of worthless and fraudulent foreign invest¬ 
ments, su(!h as the loatis of bajikrupt and repudiating slab's. 

[The considerations adduced in the fortsgoing pages, 
and the general consensus of opinion that the Agricultural 
Holdings Act of 1875 gave no adtspate security to thi- 
tcmants of agricultural land for the capital invcsled by 
them in their farms, led Parliament, in ]88.*1, to p.oss 
another Act, which it was hoped, wouUl givt; security to 
tenants for their capital and cons(;(]nc!ntly lead to great 
agricidtural improvements. This, Act, known as the 
Tenants’ Improvements Act, provided that a tenant 

.should, on leaving his farm, have a claim on his landlord 
for the value of unexhausted improvi'inents. Although 
the Act in the opinion of so well known and skilful an 
agriculturalist as Mr Janies Howard, then M.P. for 
Bedfordshire, contained important flaws, i( was not fore¬ 
seen that owing to a different set of causes, i(. would ]irove 
almost as inoperative as the Agricultural Holdings Act of 
1875. Tenants have not been coinjumsated for their 
improvements since the passing of the Act of 18S:l, 
because the severity of the agriilidtural depression owing 
to low prices and bad harvests, has checked the euiharka- 
tion of new capital in agrieulluri' far more powerfully 
than the Act of Parliament could promote it. To shosv 
the severity and extent of thi3 agricultural de|rression, it 
may be mentioned that a very careful estimati' was made 
in 1883 of the annual value of the. whole agricultural 
produce of the United Kingdom during that year. It 
amounted to £2G0,0(X1,()()(). A similar calculaliou made 
by Mr Howard for 1887, and calcidated on the average 
of the three years 1885-G and 7% .shows a reduction to 
£200,000,000. This calculation includes not only farm 
products and live stock, but also the produci.' of market 
gardens, orchards and fruit grounds. In almost every 
department of agriculture, including the production of 
meat, the farmer is n8w met by foreign competition which 
has had the effect of very materially reducing prices. 
However greatly the country at large may have benefited 
by the consequent diminution in the cost of the necessaries 
of life, low prices have caused a great stagnation in 
agricultural industry, and are quite sufficient to account 
for the Act of 1883 having proved almost a dead letter.] 
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1 '^HE groat mass of tho labouring pop> ot' ii even 
, the most prosperous and civilized eo,)^,i.ji) is so 
poor, that a philanthropic sympathy is farmteme- 

dies are constantly being proposed. ^\'j,*;ivoional ca -et of 
improving the condition of the poor. T used '*■! utility 
of Political Economy cannot be better ili. ]. rated than by 
applying its principles to test these remei yis. When this 
is done many of them will ]n'ove to be impracticable or 
illusory; it will be shown that they not unfreipiently 
cau.se the opposite effects to those which they are in¬ 
tended to produce, and increase the poverty they seek 
to alleviate. Strikes, trades’-unions, and coojieration are 
the remedies fm- low wages in which at the present time 
different .sections of the labouring class place most faith. 
We shall therefore devote a sejiai-atc chapter to the 
influence which m<ay be produced by strikes, trades’- 
unions, and cooperative societies. There is also a growing 
tendency to rely, for the amelioration of the condition of 
the poor, upon various schemes which involve State aid 
and State machinery. Many of these assume the character 
of State socialism, and it will be desirable also to devote a 
separate chapter to this subject. The scheme known as 
the Nationalization of the land, h^s at times received a 
great deal of popular support. But before discussing those 
subjects, it will bo well to consider some other remedies, in 
the efficacy of which many people have at different times 
expressed great confidence. 

Our own statute-book proves that the attempt has 
frequently been made to regulate wages by law. The 
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most famoxis of these acts, wliich almost invariably were 
framed in the supposed interest of employers, is the 
Statute of Lahoixrers passed in IdoO. This act was in¬ 
tended to prevent the great rise in wages whi(^h had taken 
placet in consequence of the scarcity of labetur resulting 
fioni the devastations of the plague known as the Black 
J^eath. Not only did it fix the rate of wages but it also 
forbade the labourer to leave the parisli where he lived in 
search of better paid employmttnt. 

Laws which attempt to regidatet wages are always cither 
futile or mischievous. It will be netstssary to examine 
several cases in orditr fully to elucidati’ tint elfects of 
legislative interferxtnce with wages. In tlm first })lace, 
suppose a gtmeral law weix! p;is.s(:'fl (‘iiaefing that wages in 
every employment should raised 2(t ])er cent. If (un- 
ployers were unable to repay tluans( Ives for the hightjr 
wages they were c.om|(clled to give, by a rise in the f)rice 
of commodities, it is evident tihat this advamx^ in wagi-s 
would simply represent so much taken away from ])rofits. 

The immediate consei|U('nce of this would he a contraction 
of business. Capitalists wtaild* (ind it h‘ss pi-ofitable 
than heretofore to invest rmtiu-y in home industry. A . 
larger portiem of the uathjnal eajntal would be ex])orted; j ihi’j-ate 
a grxiat advantage would bi' gdven to our foreign cijmpeti- j "J 
tors in every branch of indusCry. They wxmld undersell 
us even in our own markets; our foroigif aiifl our home iwport of 
trade would be most sijriously crip])led. The result there- 
fore of any attempt to secure a gtmeral advance in wages 
by law would be mischievous to the whole natioti and 
especially disastrous to the labourers themselves. It is 
also to be borne in mind t.hat if any tcunporary advantag(^ 
which the labourers might, gain by such an enforexsd rise in 
wages, should ^timulatf' an increase of population, there 
would after a few years be an additional nuniber of 
labourers collpeting for employment, and thus the con¬ 
dition of the working clas.ses might ultimately be made 
considerably worse than it was befixre. 

It may be thought that these evil consequences would 
pot ensue if a law to regulate wages only affected some 

f ecial trades, in which all are ready to admit that wages 

e too bw. In order to examine a case which seems to rhe come- 
1 the most favourable for Government interference, let it quences of 
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bo assumed that a law is passed declaring that no able- 
bodied agricultural labourer shall receive less than fifteen 
shillings a week. It can be urged that no man ought to 
receive less than this amount; and that in fact, fifteen 
shillings a week is the niinimuin upon which a man with 
a family can maintain himself in full health and vigour. 
It is probable that employers would be benefited if the 
wages of the worst-paid labourers were raised. An opinion 
has in fact been already expressed, that farmers who only 
pay their labourers eb ven or twelve shillings a week act 
as unwisely as if they were to give an insufficiency of food 
to their horses. Facts indisputably demonstrate that the 
labour which receives the lowest remuneration is often not 
the least costly. It would therefore seem that a law 
fixing the minimum of agricultural wages at fifteen shil¬ 
lings a week would not only confer a boon upon the 
labourers, but would inflict no loss upon their employers. 
Such might be the immediate effect of this legislation; 
but unless this advance in wages were accompanied by a 
coiTCspondiug elevation in the social and moral condition 
of the labourer, earlier and more improvident marriages 
would indubitably ensue. An increase of population would 
thus be artificially stimulated; a legislative discourage¬ 
ment i^ould moreover be given to emigration; in a few 
years the supply of labour would be unnaturally in¬ 
creased; nothing would at the same time have occurred to 
augment the demand for labour. Hence the ultimate 
effect of legislative interference with wages, even in the 
most favourable case that can be .^upjKised, would be to 
produce an excess in the supply of labour when compared 
with the demand for it; or, in other words, there would 
soon be a largo class unable to obtain employment who 
would have to be supported by parochial relief 

It may be said that no one at the present time seriously 
proposes to ask Parliament to regulate wages. Such a 
request is now never dircctl/ ma<le;"but demands are con¬ 
stantly put forward which plainly show that many still 
continue to be influenced by the same fallacies which for¬ 
merly misled those wljo considered it to bo the duty of 
Governments to regulate wages. In some of the states of 
the American Union laws have been passed fixing a day’s 
work at eight hours. Such a law would certainly find 
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favour with some very intelligent workmen in England. 
A programme was put forward in 1882 by an influential 
section of French workmen, advocating a universal reduc¬ 
tion of a day’s work to eight hours, and also that the State 
should fix the minimum of wages, varying this minimum 
each year with the cost of provisions’. With regard to 
the propossil to place a legal limit u{)on the length of 
the day’s work, it is with much ))laiisibilily argued that if 
this eight hours’ law wore passed, labourers wotdd pro¬ 
bably receive as much for eight, lK)urs’ work as they do 
now for ten hours’ work; for it is said that the supply of 
labour would be diminished, and tliercdbri' its remunera¬ 
tion would be proportionately iucn'asc.'d, if men were for¬ 
bidden to work more than eight hours a day. In order to 
show the fallacy of this reasoning, it will oidy be necessary 
briefly to allude to some of the consecjuences whi<;h wo 
have above shown would ensue if a law were passed to 
raise wages. Employers would find their profits diminish 
if th(^y had to pay as much for eight hours’ as for t('n 
hours’ work. ’Phis diminution ^of profits would cause 
ciipital to be withdrawn from business, and our industry 
would bo crippled. It may, however, be argued, that 
employers could recompense themselves by charging a 
higher price for their commoditi(ts. It must not, h*)W(iver, 
be forgotten that each country Vias to carry on a keen con¬ 
test with foreign cornijctitors. England, therefore, would 
have to succumb to her foreign rivals, if the price of her 
proilucts were thus artificially raised, and her trade w'ould 
consequently be paralysed. But even supposing that she 
had nothing to fear from foreign competitors, and that a 
rise in general prices sufficient to *corapensate employers 
for increased wages could bo maintained, the additional 
remuneration ^pceived by the labourer would be nominal 
and not real; if he obtained a greater number of shillings 
for a certain number hours’ work, these shillings would 
be of less value to him than before; for since general prices 
have risen they would possess less purchasing power. 

Many, no doubt, are induced to advocate legislative re¬ 
strictions on the hours of la'bour, from a conviction that at 
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the present time men are often over-worked, and that as 
much would be done if the hours of labour were shortened. 
If this opinion be correct, emjtloyers could of course 
afford to pay the same wages for a shorter day’s work. 
Every one would rejoice if such a change were brought 
about; for it is most desirable that the hours of toil should 
bc! as far as possible diminished, so that men may have 
inon; leisure for physical and mental enjoyment. Nothing 
is a gi'catm- re]»roaeh tipoii our vaunted material progress, 
and nothing more surely indicates the grave defects in our 
existing economic arrangements, than the fact that a vast 
augmentation of national wealth has hitherto done so 
little to make the labourer feel that his struggle for exist¬ 
ence is less seviire. But if it is true that as much work 
can be done in eight hours as in ten, cmjdoyors should bc 
made to recognise the ('ircumstance, not by legislation, 
but by experience. It is not difficult to foresee the incon¬ 
venience and the countless anomalies that w'ould arise if a 
law were passed on such a subject. Different kinds of la¬ 
bour vary greatly in severity. It can scarcely be seriously 
argued that when work is light as mxich can be done in 
eight hours as in ten. Some labour is so exhausting that, 
at the present, eight horn's is coushh^red a fidl da}'’s work. 
For instance, in the (Jornish copptjr mines, the men who 
work underground never work more than eight hours in a 
day; w'hereas those who are muployed in lighter work 
upon the surface labour for ten hours. It may bc hoped 
that in future, workmen will have increased opportunities 
of showing what is the best time for a man to continue 
working in different employments. If cooperative institu¬ 
tions and industrial iteociations should extend, a larger 
number of labourers will be carrying on various kinds of 
busine.ss on their own account; they could therefore a.scer- 
tain from their own experience what, in (;ach special case, 
is the proper length of a day’s work^ No discovery would 
be mori! valuable in its social and economic aspects than if 
they could demonstrate that m.any of our labourers would 
bo able to do more work if they received higher wages, or 
if they were employed for a smaller number of hours during 
each day. 

To ]:)rovide work for the unemployed is a service which 
many think they have a much greater right to demand 
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from the Government than the regulation of wages by law. n. 

We will trace some of t.he consecpicnces that wonlcl . . 

ensue, if every applicant had a right, not only to demand ment at the 
work from the Government, but to receive the ordinary ordhuiri/ 
wages. When such a privilege was first gjanted, it might ’'‘"S'’*- 
prove very beneficial to the labouring ela.sses, and would 
not probably be injurious to the gmieral community; 
but if the privilege were continued, its ullimnte efh^cts 
would be most disastrous to the nation. If the Govern- The ejfeet 
ment were compelled to find work,for the nnemjfioyed, it 
would be necessary to provide the money, either by loan, 
or by increased taxation. If the money were su]iplied by 
loan it would still be necessary to resort to increased taxa¬ 
tion in order t<j provide the interest. So far as the money 
expended by th() Government in giving uork to the un- 
emjjloyed was obtained from ca])ital previously invested 
in home industry, an iiifiuence woidd be brouglit into 
operation to lowei- general >vag(;s. In sneh ;i country as 
England however the e.xperimeut might continue for some 
time without leading to such a diminution of capital, 
because there might be a considerable increase of (axation 
without lessiuiing the capital employed in home indusi.ry. 

Ther(j would be, tluirefore, in the first iustatice, a real gain 
for the working classes, if t,he wages paid to labouri.'rs by 
the Government were obtained, not from capital, b’ut from 
a reduction in th(; personal expenditure (jI' t he tax-jtayers, 
or from a diminution i 7 i the amount of capital invested 
abroad. This benefit would not necessarily bci confined 
to the labourers; for'a Government may lre({uently in¬ 
crease the wealth of a country by applying a loan, or 
increased taxation, to ])ublic works, which would not be 
’ carried out by private enterprise. It therefore appears amimuht 
that, if a great number of labourers were thrown out of 
work by some? sudden and unavoidable cause, a Govern- measure 
m(!ut may be Justified in promising, as a temporary ox- m ease of 
pedieut, to find work*for the* unemployed. Such a policy 
need not in any way cripple the jmxluctivo resources of 
the country, because the money which is paid away by 
the Government in wages will not, in the fimt instance, be 
provided out of the capital of the nation. The most 
disastrous consequences, however, would ensue, if the 
Government continued to give employment to all apjdi- 
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cants; for population has an indefinite power to increase; 
and, therefore, no limit could be assigned to the numbers 
which Government would be compelled to employ, if it 
engaged to give work to all those who applied for it. If 
Govomment oftered such assistance to the working classes, 
there can be no doubt that, in the present state of society, 
an increase in population would be so powerfully stimu¬ 
lated, that the number of those seeking employment would 
be constantly augmented; at last the resources of the 
nation would be strained to the utmost to provide the 
wages which the Government would be called upon to 
pay. This is no imaginary supposition, for statistics have 
demonstrated that many among the lower cbisses of society 
marry with utter rcckles.sness. If they can live when they 
first marry, they are perfectly contented; the additional 
expenses which a family entails are not thought of. If, 
therefore, Government found work for all applicants, mar¬ 
riages amongst the labouring class(\s would be so en¬ 
couraged, that increase of population amongst them would 
no longer be restrained by any prudential checks. The 
State, therefore, could ilot continue to find work for the 
unemployed, unless a law were passed imposing severe 
checks upon the increase of population. The absolute 
necessity of this precaution is shown in our own system 
of Poor Laws. Every parish is bound to provide all those 
who are charged upon it with food and clothing sufficient 
to protect them against physical want. But those who 
claim this relief can be compelled to reside in the work- 
house, where they are subjected ‘^to certain restraints; 
man and wife, for instance, unless they are very aged, are 
not permitted to live together; if this were allowed, union 
workhouses would become establishments for breeding' 
hereditary paupers, and the poor-rate would soon absorb 
the whole wealth of a parish. It therefore appears that 
there is a fundamental difficulty connected with all at¬ 
tempts to improve the mat6rial condition of the poor by 
any permanent system of relief; for population is encouraged 
by granting pecuniary assistance to the poor, and conse¬ 
quently the money required f<5r such a scheme of general 
relief would constantly absorb an increasing amount of 
wealth. This difficulty can only be met by placing some 
check ujjon population; and it would bo impossible for our 
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present Poor-Law system to continue, if man and wife book u. 
were permitted to live together in the union workhouse. , *-"• jm. 
It is not here necessary to pursue this subject further; 
as the influence exerted by the Poor Law upon the 
condition of the labourers will be consi<lered in a sepa¬ 
rate chapter. 

In considering any scheme for improving the condition 
of the poor, one of the chief points to keep in view is to 
endeavour if possible to eft'ect so marked an advance in 
their condition that they will not* willingly sacrifice; the 
higher standard of comfort which they have reachi;d. If 
the improvement effi;cted is only slight thi're is a danger 
that it will not be sufficiently vahu'd to prevent its being 
lost through some form of improvidence. Any schi;me of Schemes of 
general [)hilant,hropy (sinnot, therefore. b<> really efficient, ]>^o'an- 
unlcss it so decidedly improves i,ho condition of I,he working 
classes, that tlu;y are lifted into a different, stiige of social sujicient 
and material comfort. Soriu; of the low(!i- classes marry 
recklessly, because they do not feel that they have any ciassesTo 
social position to maintain; and they often llv('so miser- a different 
ablj' that they cannot be said to have; an habit ual standard • 

of comfort, such as they will not willingl}' resign. Mem ''""v"' ■ 
in the middle and in the upper classes will not, as a 
general rule, marry, if thi;y expect to bo obligt'd to live 
in an inferior state of comfort,* and to bring their children 
up in a lower social position. Similar piwidcmtial motives 
would control the labouring classes if their material con¬ 
dition could be once greatly im)»rovt;d. They would then 
possess, as the middle? and upper classes do now, an habi¬ 
tual standard of comfort, which they would not willingly 
sacrifice by improvident marriage.s.. 

The natural conclusion to be drawn from these re¬ 
marks is that no remedy for low wages can be really 
effectual, unless it increases the efficiency of labour and 
secures a social and moral improvement in the condi¬ 
tion of the labourer^ themselves. This being the case National 
it will not be difficult to show that national education 
will bo the most powerful agency in effecting a real 
advance in the condition df the poor. It is most essential improve. 
that this agency should be brought into operation, for mentinthe 
many remedies for low wages, such as emigration, will of the poor. 
produce no great or permanent effect, unless our people 
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BOOK n. become better educated. If a large portion of the nation 
cH. Till, jg pjrmitted to remain in a state of ignorance, emigration 
and every other remedial measure will be powerless to 
remove the poverty of the very poor. 

Education Little need be said in reference to the increased effi- 
(jreatly in- cieiicy which is given to labour by education. There is 
scarceh" an indu.strial process which does not require a 
lahowr. mental as well as a physical effort. It has until recently 
been generally assumed that agricultural operations vary 
so little from year to ytsar, and that the implements with 
which the land is cultivated are so simple, that educa¬ 
tion is of little importance either to a farmer on to his 
labourers. But gradually the truth is beginning to dawn 
even upon farmers themselves, that agriculture, as much 
as any other industry, re(juires skill and intelligence; that 
in order to realise satisfiictory profits costly and complicated 
implements must bo used, and that these cannot with 
safety or advantage be entrusted to rude and ignorant 
workmen. Employers in every part of the country now 
complain that each year it is becoming more doubtful 
whether England will bt; able to maintain the commercial 
supremacy she once posse.sscd: the countries which are 
becoming her most formidable competitors are those which 
. like Prussia and the United States have long since esta- 
The direct blished* a system of national education. Increased dex- 
: terity; greater power of concentration; superior trustwor- 
; thiness; (juickness in discovering a new industrial process 
and in learning how to us(; a new machine, are .some of 
the many industrial advantages which the labourer whose 
mind has been trained generally possesses over one who 
has grown up in ignorance. 

indirect A not less important influence is however indirectly 
benefits of gxerted by education upon the efficiency of labour and 
upon the prosperity of industry. Ignorance almost in¬ 
variably implies premature employment. Millions in this 
country are unable to read mnd wfite, not because there 
were no schools within their reach when they were 
young; but because their parents, either through ighorance, 
poverty, or selfishness, sent them to work at too early an 
age. Frequent allusion has been made to the deplorable 
ignorance of our rural labourers; yet it is well known that 
there are few of them who were not at school when very 
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young. A child, however, who is taken from school when »• 

eight or nine years old rapidly forgets almost the whole . . 

of the little he has learnt. Widespread ignorance there¬ 
fore is a sure indication that a considerable proportion of 
the population has had inflicted upon it the manifold 
evils which result from premature employment. Health 
is sacrificed, physical vigour is diminished, and strength 
often becomes exhausted at an age when men ought still 
to be in the prime of life. The mischief which thus re¬ 
sults is not confined to the labpurers themselves; the 
whole community suffers a severe pecuniary loss if the 
iudu.strial efficiency of those by whom wealth is primarily 
produced is impaired. Many who are thus made prema¬ 
turely old have to be maintained by parochial relief, at a 
time of life when tiny ought still to be productive la¬ 
bourers. In this way the burden of local taxation is 
seriously increased. 

Each y(«ir facts are cioming to light which show that the England 
competition which England has to carry on with forchgn «««««<, 
countries is more keen and more clo.sely confested; and | 
the balance of advantage may ifot imitrobably ultimately i mcrdal ^ 
turn in favour of the country whicli has tile ne >sl, intelligent i ^nimmacy 
and best educated workmen. Again, the com])laini most ‘ 
fret(uently heard from English employers is, that industry ' are rdu. 
is impeded by the heavy burdens of local taxatibn; and ■ cued. 
that trades’-unions enforce upon emplayers regulations 
antagonistic to the principles of Political Economy. The 'ilfaUara- 
importance to be attributed to this latter allegation will tion would 
be con.sidered in a s?ibsec|ueut chapter upon strikes and 
trades’-unions. It is here sufficient to observe, that if a [ation^ 
child is allowed t(.) grow up in ignorance, it can scarcely 
be expected that when he becomes a man he will possess 
the requisite knowledge to enable him to guide Ills actions 
in strict accoi^lauce with the, principles of economic science. 

With regard however to the pticmniary burdens which the 
industry of this coiftitry has to bear, no one can doubt 
that this is an evil of great and increasing significance. 

It is almost needless to state that to crime and imuperism 
are in a great degree dun the onerous charges which our 
industry is compelled to bear. Statistics indisputably «iai 

prove that ignorance is the fruitful source of crime. ; 
The vast majority of convicted offenders are unable to deerease. 
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read and write with facility'. It may be said that drunk¬ 
enness is the most powerful promoter both of crime and 
pauperism; but there is manifestly an intimate con¬ 
nection between intemperance and ignorance. Men will 
frequent the public-house if they arc unable to derive 
enjoyment from rational pleasures; for leisure, instead 
of being a blessing to them, hangs heavily on their 
hands. 

England has only enjoye.d a system of national educa¬ 
tion since 1870, when the Elojnontary Education Act was 
passiid; and evidence! is beginning to be afforded of a very 
gratifying diminution in crime, drunkenness and pauperism. 
Between I860 and 1886 the number of persons convicted 
of criminal offences in England and Scotland decreased by 
more than 2-') })i‘r cent. It is calculated that the decrc'-ase 
in the consumption of spirits between the year 1875-6 and 
the year 1882-8, caused an annual loss to the revenue of 
5,000,000/.'* [The consumption of spirits p(?r head of the 
population has steadily declined y(!ar by year up to the 
date of the present edition (1888). The long-continued 
depressK)!! of trade has caused a slight iiKTcase in the 
number of persons in receipt of parochial relicif withui the 
four or five years ending with 1887 ; but hjoking back over 
a longer period there has been a decline in the nximber of 
paupers'in Great Britain between 1870 and 1887 of nearly 
25 per cent., notwithstanding that the population has 
during the Siime period advanced from 25 to 32 millions.] 
Although w'e should not be warranted in attributing the 
whole of this improvement to the introduction of national 
education, yet the facts just quoted afford strong ground 
for the hope that the diffusion of education over the whole 
of Great Britain® is beginning to produce a marked in¬ 
fluence upon its social and economic condition. 

* [In a book published in 1887, “ Jottings from Jail,” by the Rev. J. 
Horsley, late chaplain of Clerkenwell Prison, the following passage 
occurs, p. 50. “ I wish the school net were mole diligently and sneoess- 
fnlly cast. Of 78,410 persons apprehended in London in 1882, there were 
8,426 mules and 4,677 females who could neither read nor write, white 
45,021 mates and 17,665 females are described as being able to read only 
or read and write imperfectly.” That Is to say, out of 78,416 persons 
apprehended, 75,789 were either altogether uneducated, or very imper¬ 
fectly educated.] 

8ec Mr Childers’ budget speech, April 5, 1883. 

’ It is greatly to be regretted that the system of national education 
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In attempting to trace some of the economic conso- “• 

quonces which are likely to result from an extension of J”*- 

education, particular importance ought we think to be 
attributed to the iiiflutmce that may be exerted in increas¬ 
ing the efficiency of labour. It is almost a truism to assert 
that an intelligent labourer is, as a general rule, a more 
productive workman than one who is unintcdligent; for 
instance, a man of active intelligence can sulapt himself 
much more readily to changes in industrial processes 
which may be rendered necessjiry by impn>vernents in 
machinery, than one who is sunk in stolid ignorance. 

It is also important to bear in mind the effi'ct that may bo 
exerted upon industrial efficiency by any improvement in 
the moral condition of the labourers. As an example, 
reference may be made to the fact that with each advance 
in t.h(! trustworthiness of workmen a smaller ainoiint has 
to be expended in the mere labour of stqKjrintendimce ; 
and when work is doiui with gTeat(;r activity and intelli¬ 
gence an improvement takes place in its (piantity and 
quality. When this is the case the ex])enditnre of a 
certain amount of capital and lalA)ur 3 'ii;lds a larger return, I 
and consequently there is an additional fund from which . 
capital and labour can both obtain an extra rtiward. We ; 
shall have frei|uent occasion to point out how diffia-ent are i 
the consequences which ensm! according to whether any 
additional remuneration labour may receivl^ is taken from 
the emplojmr’s yarofits or is obtained fnan increased 
efficiency. In the former case the advantage to the 
labourer can, as a gentiral rule, bt; only temporary, beciuise j 
with a ditninution in profits the inducement to employ I 
labour diminishes ajid the demand for it consecjuently i 
declines. When, however, higher wages result from the 
increased efficiency of labour, the advance in wages will be j 

whicli was secured for England and Scotland by the Education Act of 
1870 and by supplementary Acts which have since been passed, has 
hitherto not been extendea to Ireland. By the application of compulsory 
education a certain amount of school attendance is now secured to every 
child in Great Britain. The same obligation is not imposed upon parents 
in Ireland, and consequently each year the general average of education in 
Ireland is likely to become muchfiower than in England. So far as we 
are aware no valid reason has ever been suggested why the State should 
repudiate for Irish children a responsibility which it has assumed with so 
many good results with regard to children in the rest of the United 
lEingdom. 
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generally accompanied by a corresponding increase in 
profits, and consequently in this Ciuse, instead of higher 
wages calling into existence a force to reduce wfiges, there 
will be an increased demand for labour consequent on the 
rise in the rate of profit. 

Although our remarks would lead to the conclusion that 
greater reliance is to be placed upon improved education 
■than upon any other circumstance to secure a permanent 
advance in the labourer’s condition, yet it would not be 
desirable to underrate the importance <if many other 
agcaicies that may be brought into operation. A most 
beneficial inlluence, for instanct;, may be exerted, not only 
upon the working clas.ses but upon the general industry of 
the country, by any improvement in the means of commu¬ 
nication which leads to i)icrea.sed facilities being given for 
tht; jnigratioii or emigration of labour. Kclief is thus not 
only given in tho.se cases where the supply of labour is 
in excess t)f the demand, but the labour which is drafted 
away is often of inestimable value in developing the 
resourc(!S of th(.)se placiis where labour may be scarce:. The 
United States, iis well »us Canada, Australia, and other 
colonies, owe much of their rapid increase in wealth and 
prosperity to the su])ply of labour they have rect;ived from 
Europe. These new countries not only afford many advan¬ 
tages Uf labourers, but the' supplies of cheap food which 
they furnish to a thickly-peopled country like England are 
of inciilculable importance. In return Lr the supplies of 
food we receive from them, they take from us manufactured 
g(H)ds, and thus an exchange mutually beneficial takes 
place. 

In the chapter on cooperation, other agencies, such as 
building societies, will be referred to, as calculated to exert 
an important influence in improving the condition of the 
labouring classes. It is we think e.ssentiai to avoid the 
mistake of placing too groat reliance upon any single 
agency for effecting ,s(x;iat iraprovemtvit. What is required 
is simultaneously to bring into operation every available 
means by which the condition of the poor is likely to bo 
ameliorated. If a marked advance can be secured in the 
condition of one generation, it is far less likely that there 
will be a relapse into the former state of things. It is 
perhaps not unnatural that the advocates of any particular 
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scheme of social improvement are apt to place too high an 
estimate upon the effects produced by its operation; and 
many instances might be qu(>ted of the rciudion of dis¬ 
appointment which ensues when it is found that the <'xpec- 
tations first indulged in are not realised. As an example, 
it may bo mentioned thiit some forty or fifty years ago 
extravagant hojjes were formed of the. benefits to be con¬ 
ferred on labounjrs by the system of allotnumt gordi'iis. 
'fhere can bo no doubt that these allotments exert a most 
beneficial infltience. They are uot,»h(jweviir, in themselves 
sufficient to raise the condition of a class. Too much was 
in fa(d, expected from f.hern. People became disappointed, 
and many high authorities on economic subjects have 
subse((uently underrated their advanfages. It has, for 
instance, been maintained that, in the case of our worst- 
paid labourers, an allotment only a<^ts as ;i rate in aid 
of wages; that thes(^ labourers obtain from l.heir wage.s 
and lilunr allotments only jusi, .suificient to live upon ; and 
that, e.onse(jueiitly, their wages would have to be advanceid 
if they wen? depriv('d of (heir allotments. In some cases 
there is a certain amount of trtith in thc'se allegations; 
but as the laboun^rs gradually improve;, the produce; ob¬ 
tained from an allotmeut tnusi ri'present a real adilition 
to wag(;s. 'When allotments can be provided for town 
labourers, they not only supjdy*much produce whicli would 
be expensive; to purchase, b\it they furnis'h a h<>althy and 
most de.sirable occuytation for leisure time. 'Phi; grc;atest 
care should therefore; be taken to secure la.nd for allot¬ 
ments. The enclosurf; act of |iS4b specially provided that 
when land was enclosed, some portion of it should be re¬ 
served, as allotments for the labmiririg ywor. 'Phi'se pro¬ 
visions have been most shamefully ignored. In I,he year 
1860 a bill wf^ introduced into Parliament by the Govern¬ 
ment to enclose in different parts of the country 6,000 
acres of land, and the whole amount reserved as allotments 
for the labouring poSr was 6 acres. 

Sometimes it is urged, with the supposed object of bene¬ 
fiting the poor, that our remaining waste; lands should 
be brought under cultiva'Iion. 'i’hose who make such a 
demand should remember that since the commencom(;nt 
of the last century nearly 5,000,000 acres of land have 
been enclosed. Evidence which has been repeatedly given 


BOOK II. 
Clt. VIII. 


Tha in- 
JfHence of 
allotments 
in amelior¬ 
ating the 
condition' 
of the 
lahoitrer. 




238 


BOOK II. 

OH. VIII. 

iMbamrers 
often stiffer 
severely 
through 
the en¬ 
closure 
of waste 
lands. 


No agency 
will effect 
a lasting 
improve¬ 
ment in the 
condition 
of the poor, 
unless it 
makes 
them rely 
on self- 
help. 


Manual of Political Economy. 

before Parliamentary Committees, indisputably provejs that 
in the case of almost all these enclosures the interests of 
the poor have been systematically neglected. The land 
which has been thus enclosed has sooner or later been 
added to the large estates of neighbouring proprietors. 
Laud over which the public could exercise many most 
valuable rights and privileges is, when enclosed, converted 
into private property. The opportunities for recreation 
and for enjoyment arc not only greatly curtailed, but la¬ 
bourers who have bemi accustomed to graze a cow or feed 
poultry ui)on a common, never again have a similar oppor¬ 
tunity when the common is enclo.scd. Those who possess 
rights of common are no doubt, in the first instance, com¬ 
pensated ; but the benefits of this compensation rarely 
extend beyond those who receive it. The small plot of land 
which is allotted to .some poor commoner is almost certain 
to be sold; whereas his rights of common constituted a 
property which could not be alienated. Formerly it was 
advantageous to bring unenclosed land under cultivation, 
but enclosures have now in almost every locality gone far 
enough. Every new proposal for destroying a common 
should be watched with the utmost jealousy. Such public 
lands as commons must each year become of more value 
and importance to the whole commimity, in a country 
whore land is so scarce, and so eagerly sought after as it 
is in England. 

Many other remedies for improving the condition of the 
poor have from time to time excited public attention. 
The efficiency of these may be tested by considerations 
similar to those which have been mentioned in this chap¬ 
ter. The (juestion of primary importance is this. Will 
the agency propo.sed exert an influence to make the poor 
rely upon self-help ? It will be shown in the chapter on 
State Socialism that there never was a time when it was 
more necessary to apply this test; for in our own and 
other countries various proposfils are'receiving increasing 
support for carrying out social and economic schemes by 
funds supplied by the general body of the tax-payers. 
We believe that if the working classes are encouraged to 
seek this form of State assistance a most disastrous effect 
will be exerted in weakening the influence of self-help and 
self-reliance. 



CHAPTER IX. 

TKADES’-UNIONS AND S’l'RIKE.S. 

T he f'mjuoncy of .strikes hfxs for u eon,side-rablo period book ir. 

l)e(!U a protninont. fesaturo in the social c-ondition of . 

England. Thi; labt)nring classes would not b(! always 
ready to niake such great .sacriHc(.‘S t,o sup])ort a strike, 
unle.ss they believed that, it was an efficient reini^dy for 
low wages. The subject demands a candid and dispas¬ 
sionate consideration, for the pnyudices of each ))avty in 
the dispute are so strong, and* the feelings excited so 
angry, that little is heard but useless recrimination and 
unreasoning partizanship. 

According to popular ideas, strikes are inseparably eon- Trades- 
nected with trades’-unions, and it will therefore be neces- 
sary, in the first place, to settle the much-disputed cjuestion objects; 
as to the purposes which trades’-unions an; iutmided to "/ 
fulfil. A royal commission, aftisr an elaborate investiga- 
tion, made a report m 1809 upon trades’-unions. From societies, 
this report and other sources of inlbrmation the following and that oj 
conclusions may be deduced :—'r«ides’-unious servi; two 
distinct purpo.ses. In the first place a trades’-uniou per- influence 
forms the oiHiinary functions of a friendly society. A tcages. 
member of oife of these societies is assisted, when thrown 
out of work either by illness, or by the stagnation of 
trade. It is not hfre necessary further to discuss the 
effects of a trades’-union, when it is simply used for the 
charitable purposes just indicated. But a trades’-uniou is 
always something more than a friendly society; its chief 
purpose is generally to organise the workmen of a parti¬ 
cular trade into a combination, sufficiently powerful to 
enforce various regulations, both upon masters and men. 
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The promoters of trades’-unioiis S(^em distinctly to up- 
derst.aiid that the most effective way to raise the wages in 
any' j)articular trade, is to restrict the number of labourers 
who are employed in it. Consequently many of the rules 
of these societies are framed with the specific object of 
artificially limiting the supply of labour. Thus some 
tnides’-unions will not permit a master workman to take 
more than a certain number of a^iprentiees. In the hat 
trade the number is'limited to two. If the union has 
sufficient power to enforce obedience to its mandates, 
any restriction which limits the number of those brought 
up to the trade must e.xirt a diriK-t infiuence to raise the 
wag(‘S which are })aid in this particular branch of industry. 
For suj)pose that those who are engaged in the inanufixc- 
ture of hats were fretdy permitted to take as many ap¬ 
prentices as they pleased, the number of journeymen 
hattc.-rs in the country might be very much imreased. 
Let it be assumed that there would be twenty per cent, 
more journeymen hatters than tluri' are now ; under these 
circumstances, there would be a greater number of labour¬ 
ers dbmpeting fijr employ'ment in the hat tradt!, and their 
wages would conseque.utly bo reduced. Iffic saving re¬ 
sulting from the lowim wages will ultimately benefit those 
who pnrchasii hats, because the price of hats would be 
reduced. The. hat manufacturers woidd not be able to 
appropriate to tkemsclves the .savings which would accrue 
from the payment of a less amount in wages, because, 
when the cost of producing any commodity is reduced, its 
price is sure to be lowered in a corre's^onding degree, since 
people engaged in the same trade compete against each 
other for as large an amount of business as possible; and 
in their anxiety to urnhirsell one another, they offer their 
commodities at a price just sufficiently in excess of the cost 
of production to leave them the profit ordinarily realised 
in trade. It therefore appears, that tho.se who purchase 
any commodity are compelled to pay 'a higher price for it, 
.and that the wages of the labourers engaged in its manu¬ 
facture are artificially raised, when restrictions are imposed 
which limit the number of those who are permitted to be 
employed in the particular trade. 

These restrictions can on no grounds be defended; in 
the first place, any such interference with the distribution 
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lof the labour of the country, amongst its various branches 
bf industry, introduces many most mischievous incfiuali- 
ities. The lalnnir of which some employments are compul¬ 
sorily deprived is thrown, as a burdensome surplus, upon 
other branches of industry; and the wages in some em¬ 
ployments are consequently as much depressed as the 
wages in others are raised. The members of a trades’- 
union, when they usuyp such powers, virtunlly confiscate 
to their own advantage a portion of the wages which 
w6uld bo paid to other classes of, labourers, if industry 
were unshackled by such iwbitrary rules. Although this 
injustice is striking, yet there still remains to be described 
a much greater wrong, which is inflicted upon those who 
are prevented by a trades’-union from following the era- 
))loymont they would .select, if left to their own free 
choice. There is no right to which all men and women 
have a more indcdeasible claim, than absolute freedom to 
follow tho.se pursuits in which they think thtiy are best 
qualified to succeed. The laws of a free country ought to 
secure to every one this right; few, if it is (h'uied, indi¬ 
vidual freedom at once ceases to' exist. Such a right is 
denied, if a person is excluded by a trades’-union from 
following a particular employmenit. It is no excuse for 
the members of the union to sixy—Our trade is already 
overcrowded, wages are too h/w in it, and it wduld be 
disastrous if they should be still farther* red uci.'d by an 
increase in the number of those applying for employment. 
Every man has a right to judge of such things for hinrsclf; 
he may wish to engige in the trade becatise he has a 
piirticular capacity for it, and if he is arbitrarily driven to 
some other employment, ho is deprived of the advantages 
of the skill with which nature has endowed him. It 
would therefore seem, that trades’-unions may inflict upon 
labourers grea^social tyranny; it is not the labourers who 
alone suffer, for every class of the community is more or 
less injuriously affected. These trades’-unions may imperil 
the very existence of an industry in any particular district: 

i or the various restrictions imposed upon employers maj 
o much increase the cost df a commodity, as to render it 
mpossible for them to compete against others in the same 
rarle, whose operations are not similarly impeded. Ex¬ 
amples irfay be quoted which prove that some branches of 
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industry have boon driven from certain localities by trades’- 
unions. These societies have long been very powerful in 
Birmingham, and their efforts were at one time chiefly 
directed against the introduction of machinery. These 
efforts were in a great degree successful, and consequently, 
when steam began to be generally applied, those trades 
which required much machinery settled in other localities, 
and the manufactures of Birmingham are to this day 
in a great degree confined to those branches of industry 
which require compaBitively a much greater amount o; 
manual labour than machinery. 

It may perhaps be iisked:—How can these trade societicf 
exorcise the influence they do, when everymne is aware thal 
the coercion they practise is not based on any legal sane 
tion? No one can doubt that the members of a trades’- 
union commit a criminal act, if they attempt, in the .slightest 
degree, to interfere with any individual who does no 
belong to their society. It would therefore appear tha 
social terrorism is the source of their power; for althougl 
such outrages as tho.so committed at Sheffield are excep 
tional, yet a non-union man is subjected to so many pett; 
annoyances that his life not unfrequently becomes a burdc' 
to him; .and employers are coerced in a similar manner, i 
they do anything contrary to the rules of a tra(l(!s’-unioi: 
Thus if a master, engaged in some business such <as wool 
stapling, where^-tho trade society is all-powerful, wore t 
employ non-society men, all his labourers who belongo 
to the tradcs’-union would at once refuse to work fo 
him, and he would in this way be'subject to great lof^ 
and inconvenience. 

It is not, how'cver,, these regulatiotis concerning th 
internal arrangements of a trade, which have caused f- 
much public attention to be directed towards trade.*' 
unions; th(v interest excited in these societies has been i 
a great degree due to their connection with strikes. T1 
trades’-unions have, in fact, endeavoured to regulate wage 
and they apply their organisation to compel employers 
agree to their desraands. If, for instance, it is propose 
to reduce the wages in some particular branch of indust; 
where the majority of the men employred belong to a trac 
society, then, if the leaders of the society consider that tl 
reduction ought'not to be made, they issue an order th; 
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work should be discontinued rather than accept the reduc¬ 
tion. If the reduction is still insisted on by the employer, 
the immediate conseijuence is a turn-out of the workmen, 
or, in other words, a strike. Now it is evident that a 
trades’-union need not necessarily have the slightest con¬ 
nection with a strike; even if trades’-unions did not exist, 
strikes might still be of fre(juent occurrence. A strike 
implies a combinatioia amongst a large number of work¬ 
men, and such a combination is not possible unless a con¬ 
siderable majority of those engaged in any trade agree to 
act in unison. Such combined action ixs a strike recpiires 
cannot therefore exist unless the workmen submit to be 
governed by an organisation. The. trades’-unions supply 
this organistition, without which there cannot be complete 
unity of action. It is quitt; possible, howt.wer, to conceive 
that a trades’-union may prevent a .strike, and many of 
these .societies have, as yet, never been connected with a 
strike; .still, as lung as a great number of workmen in this 
country are warm advocates of tin; sy.stem of strikes, it is 
(juito certain that trades’-unions and strikes will lx; inti¬ 
mately connectt;d together. 

iSince a strike reejuires combination, we have to imjuire, 
when investigating the effects of stiikes, whether workmen 
by combining can obtain higher wages. It can scarcely be 
disputed that they possess a perfect right to combihe. The 
right may be, and has b(;(;n, abu.sed; them, of course, it 
ceases to bi; justifiable; but if employers are. freely pe.r- 
mitted to invest their capital to the grc'atest possible 
advant.ag<;, the employed may ('qually claim to be allow<;d 
to obtain the highest wages they can fur their labour. If, 
therefor*;, any Tiumber of th(;m cb<x)se to form thetnselves 
into a combination, and refuse to work for the wages 
which are ofiTered tf) them, they an; as p<irfcctly justified 
in doing this^us capitalists are when they refuse to end>ark 
their capital because the investment offered is not suffi¬ 
ciently remuuerativw. Workmen, however, do an illegal 
and most mischievous act, which ought to be severely 
punished, if they attempt to sustain the combination by 
force, or if they coerce individuals to join it by threaten¬ 
ing to subject those who keep aloof either to annoyance 
or personal violence. Workmen have sometimes main¬ 
tained their combinations, not only by acts of violence. 
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but also by various kinds of social terrorism. Justice 
obviously demands that the blame which attixches to such 
actions should not be borne by those who never abuse 
the power of combination. An increasing number of the 
intelligent artisans of this country each year become more 
decided advocates of tnides’-unions. The influence of 
these societies is rapidly extending in other countries; it 
is therefore verj^ imjwrtant to ascertain the effect exerted 
upon wages and upon the general condition of the labourer 
by a legitimate use of the power of combination. 

It is interesting to remark, as pointed out in “ The 
Economies of Industry ” (p. l!S9) by Mr and Mrs Marshall, 
that when Trades’-Unions first began to be formed at the 
beginning of this century, they directed their efforts maiidy 
to obtaining the revival of certain restrictions in trade, 
such as a limitation in the number of apprentices, which 
had boon framed in the time of Mary and Elizabeth. 
Gradually, however, instead of asking for Government 
interference, trade.s’-uniouists have so successfully directed 
their efforts to free themselves from Governm(.‘nt inter¬ 
ference, that now the right of combination has been fully 
recognised and workmen are freely permitted to combine 
in any manner which would be lawful to other persons. 

When investigating the effect of trades’-unioiis on wages 
it is e.s.tiential to keep clearly in view the fundamenta! 
distinction between the permanent and temporary conse- 
(pienccs which mise from the operation of an economic 
agency. In every branch of inclustry thccre is a curtail 
position of eciuilibrium to which profits and wages have f 
tendency to approximate. A long time, however, may be 
required to restore wages and profits to this position o 
equilibrium. I'hus the woollen trade cannot pormanentl; 
continue very much more profitable than the cotton trade 
because the competition of capital will gradually indue 
capital to be invested in the one trade and withdraw: 
from the other. Competition cannot vixercise this equalis 
ing force instantaneously; it takes, for instance, a considei 
able time to erect new woollen mills, and there will t 
always much hesitation before men will relinquish such 
business as the cotton trade, to which they have bee 
accustomed. Hence, one branch of manufacture ma^ coi 
tinue for many years exceptionally prosperous, whilst i 
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some other business there may be a corresponding depres¬ 
sion. 

Competition exerts a similar equalising influence upon 
wages. If wages in one branch of industry are exception¬ 
ally high, whilst in some other they are exceptionally low, 
labour will be gradually attracted to the business in which 
the high remn noration is given, and will be withdrawn 
from the business in which the remuneration is le.ss than 
the average. Exit here again time is required for carrying 
out this equalising proctsss. Laboim'rs will rather submit 
to some temporary loss than change their occupation. A 
considerable expense will also be incurred, if a man has to 
change his residence in order to obtain a n<!W employment. 
In some cases it happens that such obstachjs as these 
neutralise the force of competition, not temporarily, but 
for an iudetinitoly long period. For instance, the wages 
of agricultural labourers in sonui localities an^ jxermanently 
depressed below the average rate. 'Phe nason of this is, 
that the force which compxitition would exert to advance 
these wages is neutralised by the labourer being prevented 
through ignorance atul ])overty from resorting to those 
localituis where wages are higher. Those general remarks 
enable xis more exactly to detcTininc the influence which 
can be exerted upon the condition of the labourer^ by the 
power of combination. * 

If competition acted instantaneously, o? in other words, 
if profits and wages in every branch of industry were al¬ 
ways at their natural ratxf, it might bo at once concluded 
that the jwwer x)f ccTmbinatiou could exercise no effect 
cither upon profits or upon wage.s. Suppose, for instance, 
that workmen by resxxrting to a strike obtained an ad¬ 
vance in wages. This advance would be of no benefit to 
them, if the competition of other labourers, anxious to 
participate in this advance, could immediately produce 
[its equalising effect. No conclusion of any practical value 
can be arrived at on t.hc subject uidess the mode in which 
competition sicts is kept steadily in mind. In all those 
branches of industry in which the competition of labour 
and capital freely acts thdre cannot be secured any per¬ 
manent increase in profits or wages, by a combination 
either of employers or employed. It has, however, been 
previously remarked that in some cases the equalising 
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effect of competition is neutralised through an indefinitely 
long period. This occurs with regard to agriculture, in 
those counties where wages are the lowest. When a 
branch of industry is in this position, there can bo no 
doubt that labourers can by combining secure a per¬ 
manent advance in wages. Suppose, for instance, that 
wh(}n the Dorsetshire labourers were earning only ten 
shillings a weiik they received so much extraneous assist¬ 
ance that they were able to maintain a prolonged strike. 
The farmers, under such circumstances, would almost 
inevitably be van<(uished in the struggle. They would 
be ruined if their land remained uncultivated, and since 
the wages previously paid were minimum wages, it would 
be impossible to obtain labour from other localities unless 
a higher remuneration wore offered for it. The power of 
combination has, within the last few years, since the estab¬ 
lishment of agricultural labourers’ unions, produced some 
eft'ect in raising the wages of our worst paid agricultural 
labourers. When these combinations becomes more general, 
various other agencii^s, such as migration and emigration, 
will be brought, into operation to raise wages. It now re¬ 
mains to investigate the. influence which a powair of com¬ 
bination may exercise upon wages and ])rofits, during th( 
time which always i!la])ses, before competition can produce 
its equalising effect. 

When men la'bour simply for bins it is manifi.'st that 
the adjustment of wages is analogous to the bargaining, 
which is carriiai on hy the buyer and seller of a com¬ 
modity. Although it is, no doubt, true, that the price, at 
which a commodity is sold, approximati.-s to the cost a 
which it cjin be produced and brought to market, yet tin 
jirice at which it is actually .sold is oftem to a consider 
able extent inflmmeed by various cinaimstances whiid 
may happen to place the buyer in cither a hotter or worse 
position for bargaining than the seller. In a similar wa; 
wages ultimately depend upon the afnount of capital anc 
upon the number of labourers; yet the wages which, a 
any time, arc paid in a certain trade are to a considerabl 
extent influenced by the relative advantages possessed b; 
employers and employed for carrying on the bargainin; 
by which wages are adjusted. The question therefor 
arises. Will workmen by combining, or by showing tha 
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they have the power to combine, improve their position in 
carrying on this bargain ? 

It is well known that employers in various trades fre¬ 
quently act in combination. For instance, the iron¬ 
masters in the midland counties hold quarterly meetings 
at which a scale of wages and prices is fixed. Every iron¬ 
master considers himself bound to conduct his trade in 
strict accordance with the scale agreed upon. If any one 
should <lisobey the decision of the meeting, he would sub¬ 
ject himself, not indeed to persoual.violence, but to a social 
terrorism very analogous to that by which trades’-unionists 
so frequently maintain their organistitions. The recalci¬ 
trant iron-master would be abused by his fellow-employers, 
and very probably an effort would be made to ruin one 
whose conduct was supposed to be injurious to the inter¬ 
ests of Ills class. It is impos.siblo fully' to understand the 
elfecl.s resulting from combinati<ins of W'orkmeu unless it is 
remembered that sittiilar combinations are formed by their 
employers. 

Let it be supposed that the iron-masters al, one of their 
meetings decide, in consequence of a prosperous state of) 
trade, to advance wages 10 per cent. The iron-masters, 
who like other people are liable to mistakes, may not have 
made such an advance in wages as the state of the trade 
would fairly admit. Wages might, perhaj>s, hafo been 
raised 20 per <'.ent., without unduly trenclpng upon profits. 
A labourer, impressed with the conviction that an advance 
of 10 per cent, is not sufficient, demands something more 
from his employer. The employ'er, who has entered into a 
compact with others of his class, as to the w'ages which 
shall bo paid, nnist at once feel thy irdvantageous position 
he occupies in resisting the demands that the labourers 
make upon him, if they have no organisiitiou for com¬ 
bined action.* He knows that if any of them refuse to 
work for him, they will be unable to obtain higher wages 
frotn other employer* in the locality; because by previous 
agreement a uniform rate of wages prevails. A labourer 
has seldom saved sufficient to be able to maintain himself 
for any length of time without work; he makes a great 
sacrifice if he seeks another occupation to which he is un¬ 
accustomed, and especially at a time when his own trade 
happens to be exceptionally prosperous. It therefore ap- 
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pears, that the bargaining which often goes on in adjust¬ 
ing wages, implies a struggle, or a conflict of effort between 
employers and employed ; in this conflict a great advantage 
will be possessed by those who can act in concert, over 
those who simply act as isolated individuals. The truth 
of this will be more distinctly perceived by considering 
what would occur if, in the case ju.st described, the labour¬ 
ers combined to make a demand for a greater advance in 
wages. Assume that in the iron trade there is a powerful 
trades’-union; that all.the labourers in the district belong 
to it, and that they are as well organised as their employ¬ 
ers. The representatives of this trades’-union would feel 
that they were placed in a position of equality with their 
employers, when making a demand for higher wages; the 
employer also woidd know that as <a last resource a strike 
would be agreed upon. This would bring business to a 
standstill, and thus trade would be suspended when it 
was very prosperous, and when exceptionally high profits 
were being realised. The loss and inconvenience thus in¬ 
flicted upon employers would be a strong inducement to 
them to yield to the demand of their labourers if it could 
be fairly conceded. Eaf:h party to the bargain would 
thus be placed in a position of equality wdicii arranging its 
terms. 

In the example ju.st inwjstigated it htis been implied 
that the employers do not, in the first instance, offer an 
adeijuate advance in wages. It often, however, happens 
that the labourer err on their side, and insist upon wages 
which cannot be fairly conceded. The only security against 
such errors is the serious loss inflicted both on masters and 
men by trade disputes., It is difficult adequately to esti¬ 
mate the loss which is caused to each party by such a sus¬ 
pension of business. The employers not only have a vast 
amoimt of capital lying idle, but a V(!ry coiJfeidcrable por¬ 
tion of their trade may yjermanently pass away to other 
localities. When busineas is recomroenced many of their 
former labourers have left the district, and their places 
have to be occupied by inferior workmen. During a strike 
labourers often endure the most severe hardships; the 
savings of many years are spent, and so acute is the dis¬ 
tress, that even household furniture has sometimes to be 
.sold. All this suffering is aggravated by the losses in- 
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flicted on the employers, because if a great amount of 
capital is sacrificed in the conflict, loss will remain to b<' 
distributed in wages when work is resumed. 

There can be no doubt that in the majority of strikes 
the masters have been sufficiently powerful not to concede 
the demands of their workmen, l^ot only d<j the .superior 
resources of the employer enable him to carry on thii 
struggle for a longer period, but workmen are generally 
such unskilled tacticians that they usually' strike, not to 
secure an advance in wages when tpuh? is prosp(!rous, but 
to prevent a reduction when trade is depressed. In times 
of depre.ssion a temporary suspcuision of l)usini«s m.ay very 
pos.sibly be i-ather ati advantage than a loss to employers. 
ConHe(iuently at such a titne the pro.sp{;ot of a strike im¬ 
plies by no meaiis so formidabh; a threat as wlii-u trade is 
active. 

From the tenor of these remarks it apjx^ars that strikes 
are inseparably associated with our pre.sent. economic sys¬ 
tem. As long as the relations betwwm em])lovers and 
employed contiime to be analogous to those (existing be¬ 
tween the buyer and seller of a commodity, it must often 
hapj)en that the one party will refuse to aci.s’pt. the price 
which is offered by the other for labour; if the refusal is 
persisted in, a .strike inevitaldy ensues. When strikes are 
regarded from this point of view, it is ashopele.ss t(? ('xpe.ct 
that legislation can priivent them, as it i.% to sup[)ose that 
merchants could be compelled to sell their goods if an in- 
ade(piate price were offt'red for them. Something inay no 
doubt be done by cmiciliatioii and arbitration, either to 
obviate or to render less freejuent the trade disputes arising 
be.tweeu tunployers and e,m])loye(l. ,A master w'ho exhibits 
great personal interest in his workmens welfarii, is gene¬ 
rally able amicably to settle any difference which arises in 
his business ftpon a que.stion of wages. FxpiJrience has 
also .shown that the establishment of courts of arbitration 
often enables trade ritsputes to be arranged, without re- 
coui'se being had to the disastrous expedient of a strike. 
The efficiency of these courts deptmds to a great extent 
upon making a wise selection when choosing an Umpire. 
It is usual for the employers ami employed to have an 
equal number of representatives in these courts of arbitra¬ 
tion. The ultimate decision has therefore sometimes to 
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bo made by the Umpire or Referee, who must be a person 
absolutely unsu.spected of any bias towards cither party in 
the dispute. 

Such expedients as personal conciliation and courts ol 
arbitration, although exerting a most useful influence, 
do not provide a completely efficient remedy for strikes. 
These disputes must bo regarded as the natural outgrowth 
of the existing relations between employers and employed. 
In order to obtain a complete remedy for strikes, it will 
be neccssjiry to remove the antagoni.sm of interest now 
existing between employers and employed. Some plan 
must be adopted, which will make masters and workmen 
feel that they have an identity of interest. It is no doubt 
true that all those who arc engaged in any busine.ss have 
a common interest in its prosperity; but the grave defect 
connected with our present economii; arrangements is that 
the amount of ailvantage or disadvantage which is derived 
from prosperous or adverse trade by employers and em¬ 
ployed is not arranged according to any definite plan, 
but is to(; frequently settled in an angry struggle of rival 
pecuniary interests. Various .schemes have already been 
tried with considerable success, which correct the defect 
just alluded to, and whiiffi introduce a system of co¬ 
partnership or profit sharing betweem ma.sters and work¬ 
men *. ' These schemes are based upon the general principle, 
that labourers sJ.iould not work simply for hire, but should 
participate; in the profits which are reali.sed by their in¬ 
dustry. It hiis been previou.sly shown that the power of 
combination enables workmen moro surely to particijiate 
in the profits realised in times of active trad*;. From this 
it would appear that the jiower of combination establishes, 
as it were by force, a copartnership between employers and 
employed. 

If this fact should obtain gmieral recognhion it may be 
anticipated that the principle of copartnership will be 
generally introduced into our industry. In order to show 
that there are no practical difficulties opposing its intro¬ 
duction, which cannot be ultimately surmounted, we will 

• Full and detailed information on this subject is to be found in Mr 
Sedley Taylor’s book “ Profit sharing between Capital and Labour.” 
Kegan Paul. 
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proceed to describe some of the cases in which it hiw 
been applied. 

One of the first and most valuable experiments wjis 
made by M. Leclaire, a house decorator in Paris. The 
experiment, though well known, is p;irt.icularly iinjiortant, 
because its nisults have been verified by the most accu¬ 
rate testimony. In 1840 M. Leclaire e.mployed about 300 
workmen, and the c.ar(Iiis.sness anil apathy of his men sub¬ 
jected him to constant loss and annoyance, lie l.hereforo ; 
resolved that he would endeavour to make the labour of 
his men more, efficient by giving them some pecuniary 
interiest in the work in which they were employed. He, 
calculated that each w'orkman by putting more zeal into 
his work could, without prolonging the hours of labour, 
produce surplus work eipial in value to (inf. a day ; ;ind 
also that an additional 2ld. a day could be saved by each 
workman if he exercised greater care and is'onomy in the 
use of tools and materials. In 1842, a.cting on this cjilcu- 
lation, he assembled his men together and told them that 
he proposi'd f,o givi; them the whole of this e.xira HLd. a 
day, or 11^. a year, if they would earn it, and he overcame 
the dmibl' and sus|)icion wit h which his proposition was at, 
first regarded by dividing there and then wil.h the 44 men, 
who, he reckoned, would be entitled to p,'irticipa.te, the 
profits of thi! preceding yeai*. From this moment tin' 
success of lh(! scheme dates. 'I'he workmen were con¬ 
vinced of Ijoclaire’s .sinc.erity, and the .scheme, which is 
based upon the extra prodm-tiveni'ss given to labour Iry 
the, principh? of profit tiharing, has been a nio.st remarkable 
success. A mutual aid soiaety w'as started in connection 
with it which gives all its nn‘mber!i])ensions and annuities 
when they are disabled by age or sickness. 'I’he .succe.s.s 
of the .system originated by Leclaire is strikingly mani¬ 
fested by the*fact that it was so organised as to be inde¬ 
pendent of the fostering care of its author. Leclaire died 
in 1872 but the “Maison Leclaire,” has more than main¬ 
tained its prosperity since that date; the business oLthe 
society and the share of profits allotted to labour has 
steadily increased. * 

As another example, it may be mentioned thiit the 
Paris and Orleans Railway Company distribute a certain 
portion of the profits realised amongst the, working staff 
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of tho railway, and [for many ywirs the various plans of profit 
sharing adopted by the cotnpany worked admirably; they 
produced on the part of the employes a remarkable degree 
of zeal and carefulness, arising from the conviction that 
the ititerests of the company wore identical with their 
own. Between 1844 and 1882, the entire sum allotted 
to labour out of the profits of the company amounted to 
2,588,878^. Since 1868, however, the company has had 
to c,ontond with a diminishing rate of profit, owing mainly 
to the fusion with other h'.ss j)roductive lines of railway. 
The shareholders have availed themselves of the power 
which exists in France of aj)pe.aling for the State guarantee; 
under these circumstances there has been no surplus avail¬ 
able as a ready-rnom^y bonus for labour, and the only ad¬ 
vantage now enjoyed by the employes of the Paris and 
Orleans railway is that a sum e(pial to 10 pt^r cent, on 
their annual earnings is allowed to rank as one of the 
working cxpiuises of the railway, and is paid into th(! State 
Pension office, with the object of providing annuities for 
old age*].. 

The fact that the late M. Leclaire and others have been 
abundantly recompensed for the share of profits allotted 
to workmen, deservc^s particular attc'ution. It shows that 
co-partnership does not require from the employer any 
sacrifice on behalf of his Workmen, but, on tho contrary, 
that both are e<jually benefited. The efficiency of labour 
and capital must evidently bo greatly ineretised, by im- 
pnjving th() relations between employers and employed; 
and when labour and capital become more efficient, there 
is more to distribute both in wages and profits. The 
error is not unfre(juentJy committcjd of sup|K)sing that the 
share of profits allotted to labour represents so much 
abstracted from the returns of the capitalists. The Royal 
(Jomrnissioners, who in T86fi reported upon*trades’-unions, 
failed to appreciate tho advantages resulting from co- 
part!iership, because they assumed thtit the share of profits 
received by the labourer was so mtich taken from his 
employer. If this were so, no particular benefit could 
attach to the system, because'there wo»ild be no identity 
of interest established, if what was, gained by the labourer 

1 See “ Profit sharing between Labour and Capital ” by Mr Sedley 
Taylor, pp. 77—86. 
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were lost by the capitalist. The fuiidamental advantage of 
these schemes arises from the circumstance that thebeucifit 
they confer is mutual; the share of profits received by 
the l.abourer is a measure of the gain secured by the em¬ 
ployer, iis a consequence of the additional efticieuey givcui 
to labour atul capital by introducing harmony, where 
before, there was antagonism and rivalry of interest. 
Some idea may be formi*d of tin; euormoi.is snving which 
inigh^ thus accrue. Not only would the loss inflicted on 
industry by strikes and lockotits be avoided, but a vtust 
amount of waste would be obviated. Employers con¬ 
stantly complain of the loss they sustain from th(.' list- 
le.s8ne,ss and apathy of thi.nr work7uen. A Invivy outlay 
has to be incurred in overlooking labourers, in order to 
see that work is not shirked. In soiru' omnclies of in¬ 
dustry it is inqsvssible t.o obtain anything like an ade(|uate. 
supervision; the labour is too mud) dispersed. This is 
particularly the (^a,se with ;igriculturi‘, anil to .such a 
busiiK-.ss copartnershi]) could be a])pli(.'d witli maximum 
adva.'ifage. It. ca,n be contide.iifly assi'rte.d tliat a. fiirmer' 
would largely increase his ovv)i profits if In- consented |.o 
allot to his l.abourers some portioiv of hi.-, profits. After 
paying thmn tlu^ current iv.iges, and setting aside a fair 
amount, as interest u))on capital and as remuneration for 
his hibour of superintendeuco, hf might agree to distribute 
amongst his labourers a portion, say one half, of any extra 
pi'ofits that might be reiilised. Each labomcr’s .share of 
this bonus biung di'termiited by f.he aggregate amount of 
wages he had earned,’ the most would consiMpiently be 
obtained by those who were the best labourers. S)tch an 
arrangement wonkl powerfiilly stimulat.e. the industrial 
energy of the labourer who is now proverbially slow in his 
movements and apathetic in his work because he has no 
inducement, exTsept when engaged in piece work, to exert 
himself more than he is absolutely obliged. Other plans 
of industrial partnership have been adopted which secure 
a more complete union between capital and labour. During 
the last few years the practice has been rapidly extending 
not only of allotting to workmen a share in ])rofits, but 
also of enabling them to invest capital in the business in 
which they are employed. When the great c^irpet manu¬ 
factory of Messrs Crossley of Halifax was converted into a 
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joint stock company, one-fourth of the shares were prefer¬ 
entially offered to the workimm engaged in the business. 
This iUTangement, by enabling the workmen to become 
part owners of the concern, gave them a far more direct 
interest in the prosperity of the business than if they had 
been employtid as ordinary labourers. Another very inter¬ 
esting experiment was earned out by the Mc.ssrs Briggs, 
at their collieries at Methley, near Leeds. In this ijistaucc 
the workmen nut only had an opportunity of purchiising 
shares in the company, but after a profit of 10 ])er cent, 
had been realised on cajiital, one half of the surplus pro¬ 
fits was distributed amongst the labourers as a bonus. 
Every workman was thus given an immediate interest in 
th(! success of the business. For many years this- ex¬ 
periment was carried out with admirable success. Trade 
disputes, which had before been of frequent oceurrence, 
altogether ceased, and the workmen were stimulated to 
increased exertions by the prospect of securing to them¬ 
selves a share of the profits realised. The unprecedented 
rise in the price of coal, which took place in LS72, brought 
such sudden prosperity to coal-mining that it uidiappily 
disturbed the harmonious relations between workmen and 
employers at Methley. A dispute arose upon the extent 
to which capital and labour should respectively partici- 
jMite in this extra profit, And the copartnership principle 
was unfortunately abandoned. It is obvious from what 
occurred at Methley that eojxirtnership is likely to bo 
carried out with tin! best chance of .success in tho.se 
branches of industry which an; not liable to great and 
sudden fluctuations in prosperity. Th(!S(! con.siderations 
lead to the conclusion that the system could be very ad- 
vantageoasly applicid in agriculture. A very interesting 
expciriment of the kind was tried a few years .since with 
marked success, by the late Lord Georg(! Manners, on 
a farm which he cultivated on his estate near Newmarket. 
The plan which ho adopted was vfery simple, and resem¬ 
bled in all essentials the method which was carried out' 
by M. Leclaire in Paris. The labourers on the farm 
received the ordinary wages'which were current in the 
district; but it was agreed that if through extra exertion, 
or greater skill on their part, extra profits wore realised, 
a portion of these profits should be distributed among 
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them as a bonus on their labour. Lonl George; Manners book n. 
imfortuuatoly died before this exp(;rinioijt had beson long in . Q". ix. 
operation ; but he spoke confidently of its perniauent suc¬ 
cess, and affinned that it would jtrove alike advantageous 
to employer and employed. 

It may be hoped that these copartnerships will so rapidly 
extend as to fundamentally change the economic relations 
now existing between employers and ('n .ployed 'riiere The pro- 
can be no doubt, as was remarked in thes last chapter, that. 
the movement will be powerfully'promottsl by national 
education; for all these schemes which have been de- be greatly 
scribed require men to repose a certain amount of trust P^oninted 
in each other; distrust and suspicion are always pro- 
rninent characteristics of a low sta,t(; (jf intellectual de- 
vehquncnt. 

Ultimately it may b(; ho])ed that there will be s(.) much 
moral and social advamaiment as to enable a ])erfect union 
between capital and labour to be estiablishe.d: l.his is 
secured when labourers supply all lh(‘ capital which is 
requircsl to .sustain the industry in vvhicli they are en¬ 
gaged. When this is accomj)lished there is cooperation 
in its highest form; the subject of co<q>eratioji is of so 
much importance that, it will be neees,sary b) diwoti^ a 
separate chapter to its consideration. 
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W E hixvo had frequent occtxsion to refer to the fact 
that the capital and labour which industry requires 
are in this, and in most other countries, gtiiitsrally supplied 
by two distinct cla.sses, employers and employed. In- 
xlustry is said to be carried on upon the cooperative prin¬ 
ciple when these two classes are merged into one, and 
when the capital which is ne€;ded for the production and 
distribution of wealth is supplied by those who provide the 
requisite' labour. Thus a cotton manufactory would be 
converted into a purelycooperative undertaking, if the 
operatives employed it were able to subscribe a suf¬ 
ficient amount amongst them to purchase the manufactory 
and to carry on the business on their own account. Again, 
an ordinfiry retail shop would become cooperative if the 
premises and stock-in-trade were owned by those who 
served in the shop, by the jwrters, and by others who were 
engaged in carrying on the business.- The great majority, 
however, of the societies which are known in this country 
as cooperative, difter essentially both from the cooperative 
manufactory and the cooperative retail shop which have 
been just described. Cooperation has hitherto in this 
country been seldom applied to the prodiicdon of wealth. 
Probably at least nine-tenths of the existing cooperative 
societies carry on those ordinary x^tail businesses the 
function of xvhich is to distribute rather than produce 
wealth. Those distributive societies, which are now gene¬ 
rally known as cooperative stores, are wanting in the most 
essential characteristic of cooperation, for they do not 
neces,sarily establish a union, or, as we have described it, a 
merging of capital and labour. The capital in these stores 
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is owned by, and the profits realised upon it are distri¬ 
buted amongst, the; customers atid the shareholders, and 
in many instances those who siiii]ily the labour obtain iu> 
shares of profits. 

In thus ])ointiug out that the liitle cooperative is now 
given to many trading concerns which are not conducted 
upon strictly coopcjrative principles, it must, not be sup¬ 
posed that we underrate the gn^at b<>nefi< which (^oopera- 
tion, even applied in this modified form, has coiifer^d 
not only upon the working classes, but also upon Tml' 
general community. The cooperative movement is no 
doubt, ivs yet, only in il.s infancy, but in tnicing its rapid 
development during the last few \ears, we shall not only 
endeavour to describe tlu^ gi-eat advantages which have 
already resulted from it, but we shall .also al.tempt to 
explain why cooperatkm inav probably be niore confidently 
relied upon than any other economic agency, to etfe(!t <a 
marked and permanent improvement in tlie softial and in¬ 
dustrial (condition of the country. 

One of the earliest and nu>st successful ot the cooperative 
stores in this country was established Jiiore than 40 years 
since, and it had an origin so humUAasat t he time, scarcely 
to atf.ract any notice. It appears tre^n tins year 1844, there 
was great depres.sion in the fiaimel trade at Roclulale, and 
as the wages of the wciavers were much re<luc.ed, t.he fact, 
seems to have impressed itself upon some of,theni, that their 
scanty eaniings did not go .so far as they might, because the 
articles sold to them in the ordinary retail shops were dear 
and often much adulterated, 'l.'wenty-eight of these j)oor 
weavers accordingly agreed to club together a small sum in 
order to purchase some tea and siigaj from a whole.sale shop. 
After they had done so, each one. of their number was sup¬ 
plied with tea and sugar from this common stock, paying 
ready' money for it, and giving the same price for ii, as 
they had been charged at the shops. They did not expect 
to secure any considerable profit; the object they had in 
view was not .so much to obtain a good investment as to 
avoid purchasing dear and adulterated articles. But they 
found that a very large profit had been roali.sed. The 
great advantage of the plan became self-evident, for not 
only wore they providt^d with a lucrative investment for 
their savings, but they obtained unadulteratcil tea and 
F. M. R 
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sugar at the same price as they had been previously 
(.)bliged to ])ay for these sjime articles when their quality 
was detc'riorated by all kinds of adulteration. A fresh 
stock of tea and sugar was, of course, purchascnl. Other 
labourers were quickly attracted to join in the under¬ 
taking, and subscribe their savings. 

In 18.56 this society, now become famous as the 
Eochdale Pioneers, possessed a capital of about 12,900Z. 
The business was not long restricted to articles of grocery; 
bread, nu'at, and eloth.hig were all s<dd on the same plan. 
Their capital so rapidly increased, that they were soon en¬ 
abled to er(!ct expensive steam flour-mills ; and a siqjply of 
pure bread was thus insured. During many years, this 
Pioneers’ Society has attracted frequent })ublic attention ; 
for it has gradually grown iidrO a vast commercial institu¬ 
tion, embracing a great variety of trades. The society 
occu]:)ies eighteen branch establishments in Rochdale 
besides its central building which was erected in 1867 at 
a cost of nearly 14,000/. 

The share; ca]»ital of the stor(;s .so rapidly increased f.h.at 
it now posses.ses far more than sufficient to carry on its 
busines.s. From the; last annual report (1887) it appears 
that the Pioneers’ Society has 10,!)84 members; the goods 
sold in the year 1886 amounted to 246,031/., and the 
profits ‘on this busiiu'ss were 31,075/. After })aying a 
fixed divideiul yf 5 per cent. u})on cajntal the remaining 
profits are distributed among the customers of the stores 
in proportion to the amount of their purcliases; this bomis 
is sometimes received in cash but is more frequently 
invested as capital in the society. As already stated, a 
capital far exceeding tfee amount required for carrying on 
the busine.ss of the stores has been accumulated. Its 
amount at the close of 1886 was 348,900/. This capital 
is invested in various ways, some of it in the support of 
other cooperative societies, some in the shares of fu^t-class 
railway companies; a large amount is invested in mortgages 
to members, chiefly on dwellings occupied by themselves. 

The remarkable success achieved at Rochdale naturally 
led to the establishment of similar stores throughout the 
country. In many of the manufacturing towns in the 
north of England, the working classes deal almost entirely 
at these stores; but they have not been established in the 
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large towns only, for they are now frequently to be found j "ook n. 
in agricultural villages. Exclusive of the large liondon ! . 
stores such as those known as the Civil Service and tlie 
Army and Navy, there are 884 r^dail coo))erative stores in 
England aiid their annual sales amount to 18,.'12.5,iJ()9/.' 1 
As previously nunarked, the ])rotits realised in these i//» 
stonis arc distributed not aniongst the employes, but ! 
amongst the customers and the. shnreholders. Thii par- ] Zm'rilZti. 
ticidar method f>f distributing the jirotits which has b(;<'n j 
adopted at nearly all the stores is c-xtn'mely sim]>le, and ! 
is th(! OIK! originally agreed upon at Ro(rhdale, which we i 
will now d(!scribe. Kuch ciistomer, \\ h(!n he makes a jnir- ! 
chase, receives certain ti?! tickets oi- tallies which record i 
the amount of his juirchases. Tla'. accounts are made tip 
at th(! end of each ([uart(!r, and after a fixed dividend at 
th(' rate of five, per cent. pi‘r annum has beeit allotted to 
capital, the surplus profits are divided amongst the cus¬ 
tomers in ])roportion l.o tiu! amount of their purchases. 

Eii(;h customer brings his tin tickets, whicit serve as a record ■ 
of thi! amount he has purchased. 'I’he goods are sold a,I 
the ])ric.t!s which art! curr(!nt at the ordinary retail shops. 

The business is strictly a ready-money <’n<!. Cnd(!r no 
circumstances whatevcir is any credit given. The strict 
adherence to this nde has doubtless contribut.ed more 


than any other circumstance tt thi.! remarkable siuatess of 
the.se stores. At the jn’incijial Coop(!»i.tive Stores in 
London, the business is conducted on a ditferenf, ])lan. 
Here al.so the ruli! of giving no credit is rigidly adluinal 
to, but the customers, instead of receiving their share of 
the profits at tlu! end of eatth (juarl.(!r, obtain the goods iit 
lower prices than those which ari! cjiarged in the ordinary 
retail shojis. The method of di.stribution ado))tefl at Roi.'h- 
dale is certainly to be ])refcrred when, as is the case with 
a majority of fhe stores, the bulk of the customers bidong 
to the working classes. It is obvious that an individual’s 
share of the profits i»more likiily to be saved if he rcceivi's 
it in a lump .sum at the end of each quarter, than it he is 
enabled to save it in driblets each time he makes a pur¬ 
chase. Experience, in fact, shows that this amount which 
has to be received at the end of each quarter is very gene- 

* [See the Report of the nineteenth annual Cooperative Congreea, held 
at Carlisle on May 30th, 1887, p. 25.] 
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rally left as an investment in the society. Saving is thus 
powerfully promoted, for many men, by the accumulation 
of these? small investments, gradually become the pos¬ 
sessors of a considerable .amount of capital. As afford¬ 
ing a striking example of what can be achieved by the 
working cla.sses through theur own unaided (!ffort.s, refer¬ 
ence may be made to the jn-actice which has for a 
long time prevailed at the Rejchdale Pioneers’ Store of 
devoting 2| per cent, of the net jirofits to educational 
purposes, ['fhe sum thus spent within the twelve months 
ending on the last <lay of 1886 was 1,126i.] The Roch¬ 
dale Pionei'rs hava; opened 18 m?ws rooms, provided with 
daily and weekly newspap(?i-s, and magazines; they have 
also formed excellent reference and cireulating libraries 
containing jointly nearly 17,000 volumes; th€?y have more¬ 
over started, and to a large extent supported, cla.sses at¬ 
tended by more than 500 students for the teaching of 
science, languages and technical arts'. 

The remark has already been made that nothing has 
done so much to promote the success of the stores as strict 
adherence to the ready-money principle. In the first 
place, there are no bad debts. Nothing probably int(!r- 
feres so much with the succ(?.ss of the retail trad(?r as thi- 
loss he incurs from bad debts, and the great amount of 
ciipital which, when credit is given, ho is sure to have 
locked up in book dt?bts. In the second place, it is obvious 
that when all the goods .sold are y)aid for acro.ss tlui counter, 
a maximum amount of business can be carried on with a 
minimum of capital. It is .shown from the j)ublished 
accounts of these stores that their capital is not unfre- 
lyuently turned over teji times in the course of the year. 
In the third place, it is to be observed that when no credit 
is given, no credit need be received. This managers of 
the.se stores can pay ready momiy for all the goods they 
yuirchase. They con.sequently obtain them at the lowest 
po.ssible price, and have also, as has*beon well described, 
the pick of the market. There fire also many other most 
important fwlvantages resulting from the adoption of the 
principle of giving no credit. The facility with which 
people are allowed to get into debt at retail shops gives a 


' See the Boehdale Pioneers’ Almanack for 1888. 
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disastrous ciicouragoiiieut to iiiiprovidcuce. Credit, it has «ook n. 
been truly siiid, is the great bane of the worknig classes. . . 

When a man is heavily in d(!bt, not only does In; too often Dimihmn- 
become reckless, but to a great extent he ceases to bt; a 
free agent. The tradesman to whom In; owes moiny can ' 
force him to go on dealing with him, and can charge him ' 
extravagant prices for very inferior artich's. Again, it is! 
evident that under a system of cnvlit, the honest who do | 


pay are charged a far higher price; than they ought to be',! 
in order to eeeinjeenstito tin; trad(;.'tmau for the losses In; I 


incurs from the dishonesty of those who either do not ])ay ! 
at all, or who ke(;]> him waiting for his inon(;y. Then; is ! 
good ground for helie'ving that if the retail business of this 
ceeuntry were gein;rally conducted on the r(.;ady-mon(;y 
principle;, price's might be so mue-h re;dne'eel that the public 
woulel gain far nnere than W'ould be re jerese'iited by the 
entire remission of tin; national elehl. \\h; expre;ss this | 
eijeinieai imt simply as a vague; surmise', for it has be;on I 


sheevvn at. the piine-ijial sl.ores in Ijonelon that, ;dthe)ugli 
the' goe)els seeld there; are' eputi; 20 pe;r e'.e'iii. elmaper than 
they are in many re't.ail slio|is, y<;t the; business is so renm- 
neautive' that a far larger ])rotit is yielele d on tin; e-apitnl 


inve.'steel in the business than is secure;el by the' orelinaiy j 
traele'sman. This be;ing the ease;, it ap)ii‘ars that the ■ 


credit syste-m virtinilly impeeses an ine;ome-tax of 20 |K;r ! 
ce'iit. n])on all that pen-then eef every indiviehnii’s ineionn' 
which is e;xpende(l in the- purcha.se of e:i>mniodities of 
ore_linary cenisumptieen. It tu'e'el scarce-ly be seiiel that paying 
such a ta.x is eKpiivalent tee a tar nnere onerous burelen 
than is imposed by the inte;re;st of the nathenal elebt. It 
is also t.e) be borne in mind that the; cre-elil' syste;m is 1 


scarerely' less injurious to the; reteiil traeler than it- is to the- j 
gemejal piiblie;. It is well kneewn that a large muTiber eef 
tradesmen fail in business, neet enily in e:onseepie;ne;e eif 
their losses from bad de;bts, but also in conseepience of 
their meiuey becoming le)C!keel up in boeik-cre'dits. Not 
long since; the price list of erne of the London Stores was j 
submitted to a greicer who was cairying ein a large bu.si- ] 
ness in a provincial town. He admitted that the; prices j 
in this list were 20 per cent, lower than theise which he 
charged, but ho said that if he we;re paiel reaidy money 
for all the goods he sold, he was sure that he cenild sell 
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hifi goods as cheaply iis they were sold at the Stores, and 
ho was also certain that his business would at the siinie 
time become far more profitable than before. Such con¬ 
siderations as these; induce us to think that not the least 
important advantage likely to result from the cooperative 
stores is, that they will so conclusively demonstrate to the 
whole country the loss jeroduced by the credit system as 
gradually to leael to the almost universal adoption of the 
ready-money principle in all retail transivetions. Although 
it is probable that the.se stores will absorb a great propor¬ 
tion of the retail business of the country, yet the individual 
trader need not fear that he will be sujeerseded. Instead 
of expending his energies ie; vain attempts to .seek the aid 
of the legislature in im])eding the; progre.ss of these stores, 
he would act more wisely if he at once came to the deter¬ 
mination that as they had secured their .succe.ss by refu.sing 
credit, ho might obtain a .similar success by fulopting the 
same princl])le in his own business. Many retail trades¬ 
men, probably through the competition of the Stores, have 
lately with great advantage to themselves, adoj)ted the 
ready-money principh;. 

We have already referred to the fact that these co¬ 
operative stores are wanting in om; important element of 
cooperation, because no share of the ]m)fits is allotted to 
the managers, clerks, porters, and the other employes 
whose labour is» e.ssential to the carrying-on of the busi- 
ne.s.s. These stores may, in fact, bo correctly described as 
joint-stock companies, which conduct their business on the 
ready-money principle. 

When considering in a previous chapter the advantages 
and disadvantages of tbe joint-stock system, it was shown 
that the circumstance which is likely most to impede the; 
success of a joint-stock undertaking is that the paid 
manager has not so direct or immediate an interest in 
the prosperity of a business as one who owns the busi- 
ue.ss and has his fortunes bound up in it. Joint-stock 
companies may, no doubt, be freed from the difficulty to 
which allusion has just been made, by giving the managers 
and other employes a certain portion of the profits real¬ 
ised. They may thus be made to feel .almost as active an 
interest in a joint-stock undertaking .as if it were their own 
business, and carried on entirely with their own money. 
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It therefore setims to be of the greatest iiiijiorlaiice that i h* 
this plan should be adopted in the Cfise of e(joperative 1 - 
stores; for not oidy would it imset a disadvantage under j 
which all joint-sto(;k coinpanii's suffer, but it would give' to I 
those stores a much more truly oooj)erative diameter than j 
they can now fairly claim. ' 

Ill describing the remarkable progress of the Rochdale 
society it was stated that its ea[)it.al soon became far more 
than Hiifiicieut for the store. (Jonseipieiitly ii was ueci ■>- 
sary to determine the best mode of^-anploying this surplus 
capital. This was an extremely delicate and (lifficult ipies- 
t.ion, but the managers of the society, by ihi^ c‘xerei.se of 
remarkable tact and sagacity, have shown that in almost 
every instance they were capable of dealing successfully 
with it. This we think will be ](i-ov(al as we proceed to 
describe the various undertakings that, have from time to 
time been supported by this Pioneers’Sociely. It is the 
more important that .such a descrijitioii should be given 
with as much clearness as possible, bicause ii serves dis¬ 
tinctly to mark the gradual dcvt'lopnu'iit and progress of 
the. cooperative movemenl.. 

As the biisine.ss of the store ali Rochdale raYiidly 
extended, its managers were not unnaturally led to ])erceive 
the advantage of establishing a whole,sale (h'pdt, of tlndr 
own, instead of purchasing the various goods they sold 
from ordinary wliohwale houses. It wi^s moreover felt 
that such a whok;sidi! society might reiuler invaluable 
assistaiKH; to small struggling societies if an al,tempt were 
made to crush them by a combination of tradesmen jcialous 
of cooperation. In 1803 this wholesale society was (uirolled 
at Manchester, ai>d began husinesf in 1804. It has now 
become a great central depot with branches in Loudon and 
Now’castle. It owns manufactories in Leicester, Durham, 
Crumpstill, lifckmondw’ike and Batley. It has diipots for 
purchasing and forwarding goods, in New York; in 
Liverpool, Leeds, Gta'le, Bristol, and Longtou; in Cork, 
Limerick, Tipperary, Rilniallock, Waterford, 1’ralee and 
Armagh; in Copenhagen; in Hamburg; and in Rouen 
and Calais. It otvns five steam ships. It also has a Bank 
Department with a tumo\er of 16,000,000h annually. 

The English Wholesale Society is now (1887) distributing 
goods to the value of more than 5,000,000h a year. No 
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individual can purchase goods from the Society; its entire 
business consists in selling goods to various cooperative 
stores. [In 1887, the English Wholesale Society was 
sup])lying goods to 790 Retail Stores, all of which have 
cai>ital invested in the Wholesale.] There are also some 
stor(!S which purchase goods from the Wholesale, but do 
not hold shares in it; these are usually small struggling 
stores which have no spire capital. The business appears 
to be most admirably conducted. ITndor no circumstances 
whatever is a longer cuedit given than seven days from the 
date of invoice. The result (.)f strictly adhering to this rule 
is that on tramsiictious amounting to more than 5,000,000/. 
per annum, tile amount lost by bad debts only amounts to 
a few pounds a year. The cost of management is unpre¬ 
cedentedly small; not amounting to 1 per cent, on the re¬ 
turns. After a fixed dividend of 5 per cent, has been 
allowed on capital the remaining profits are distributed 
amongst the retail stores in proportion to the aggriigate 
amount of their purchiuses. To those stores, however, which 
have no. capital invested in the Wholesale Society the 
share of profits allotted is only half as much as to those 
stores which have cajiital invested. The leading idea 
which appears to be predominant amongst thi' supporters 
of the Wholesale Society is a desire, as far as possible to 
get rid of middlemen. In 'onh;r to do this, commodities 
are purchased, whenever an occasion offers, directly from 
the producers, and as the concern develops they will un¬ 
doubtedly manufacture for themselves a greater portion of 
the goods they sell. For instance, instead of buying Irish 
butter through the provision merchants who import it, 
they havii their own agents in Ireland, who purchase it 
directly from the farmers. They have also already esta¬ 
blished shoe manufactories of their own at Leicester and 
Heckmoudwike, a soap manufactory at Durham, manu¬ 
factories of biscuits, sweets and soap at Crumpsall and 
a cloth manufactory at Batley. It ds difficult to aasign 
limits to the development to which this Wholesale Society 
may ultimately attain. Some of those who are connected 
with it already begin to feel confidence that the day is not 
far distant when they will obtain wheat and other agricul¬ 
tural produce from their own land, and when they will 
import tea, coffee, and sugar in their own ships from their 
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own jdautationa [There is also a Scotch WholesfUc I 

f 'Ociety; the head (juartcrs are at Glasgow and it has ; 

ranchos at Leith, Dundee, and Kilniamock. This scsaety 
supplies goods (1887) to the aniountrof mens than 1,500,000/. 
annually. 231 Retail Stores hold shares in it'.J 

It is to be remarked that as the chid' motive which \ 
prompted the establishment of the M'holesale Society was I 
to give assistance to the various <;oop(‘rati''i‘ ston-s scattered ! 
throughout the country, the goods are sold at the lowi'si.! 
possible price; only such an amouut is charged for them ' 
as to cover the expenses of managenuait, and leave a suf¬ 
ficient margin for ))rofit. It is also to be. remarked that 
the Wholesjile Society, like the coopt^rative stores pro- ! 
viously (hiscribed, is not so truly (Miopcu’ative as it might j 
be; because its managers and other employes do ni>t enjoy ! 
any share of the profits, b\it are reuiunerated by salaries or | 
wages, just in the same way as they would l)e in an ordinary i 
wholesale house*. At various times the |troj)osal has been ' 
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fliscussed to allot thi'm a certain share of profits. 'Phe I 
(h'cision which may be nllimaf.ely arriv<Ml ai on I,he subject 1 
will, in all probability, exercise a most important iiiHiumce. \ 
on the future of coopt'ration. It is somdimes said that the ! 
remarkable success obtained by such a society as tin*.! 
Whol(\sale, satisfactorily [U'oves that it cannot be necessiiry * 
to allot any share of protils 1.0 labour. The managers of 
this society could not ])o.ssibly have displa^i:il moi'e ability | 
or ziial. They are so devoteil to the cau.se ol' cooperation | 
that it IS (juite iinnece.ssaiy to stimulate tlndr activity by ! 
giving them a more direct pecuniary intere.st in the pros- : 
perity of the uiulertaking. Such reasoning, howi'vor, as this j 
is surely both unsound and shortsighted. A Im.siness, how- : 
ever 8ucc(3ssful it may be, cannot be reganh^d as resting on 
a sure and permanent basis, if those who conduct it are not 
adeejuately regarded, and if, taking advantage of the enthu¬ 
siasm they may happen to feel for a cau.se, their ('mjiloyers 
^ive them less for tbt'ir si.-rvices than they could command 
in the open market. If this determination to deprive 
labour of all share of profits is jiersisted in, coo[)erative 
societies will become nothing more than ordinary joint- 
stock companies in which a great part oi' the capital is 
owned by the working cla.sses. We do not in any way 


1 [See Eeport of Nineteenth Annual Cooperative Congress, 1887.] 
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. if it simply assumes this form. It must be an immense 
benefit to the working classes to obtain the commodities 
they purehase at a cheaper rate, and to have placed within 
their reach an eligible investment for their Sixvin^. Pru¬ 
dential habits will in this way be, piwerfully stimulated, 
and without an increase of jimdence no permanent im- 
prov(;ment can be effected in the condition of the working 
classes. Again, it is iin]K)ssible to place too high a value 
upon the educational,influence which may be exercised 
upon the members of coopmutive societies. A workman 
who has a few pounds invested in a cooperative store soon 
understands what are the true functions of capital. In¬ 
stead of thinking that capital is some mysteriotis agent 
specially created to opjiress and injure, labour, he bicomes 
as much inipre.s.sed as an individual em})loy(!r can be that 
i capital is not less essential to industry than labour, and 
'■ that conse(juently it possesses a not l(;s.s indefeasible claim 
to receive its due reward. But. the friends of cooperation 
cannot too carefully renunnber that the mere fiict of calling 
societies •cooperative will do nothing to improve the indus¬ 
trial ])osition of thi‘ labourer, if he is to enjoy no share in 
• the profits, for we believe all lixperienee has shown that a 
: joint-stock company is n(.)t likely to be a less severe, or a 
i more liberal taskmastiT than th(! individual employer, 
i Cooperation moipover losi's its chief industrial advantage if 
the labourer is not p('rmitted to participate in profits: for, 
as we have endeavoured repeatedly to explain, the great- 
defect in our present industrial economy is that it fails to 
mak<^ labour as efficient as it ought to be, be(»u,se it has 
not a .sufficiently direct.and immediate interest in the suc- 
ei:ss of the work upon which it may be engaged. It is this 
defect which may be nunedied by cooperation ; and it is 
beeau.se cooperat.ion, whmi truly carried out, may remedy 
this di;fect, that we regard thi! application of the coopera- 
I tive principle as oite of the most tiftyctive of all agencies 
I for .securing improvement in the economic condition of the 
j country. 

As we have now shown how the success of coopera- 
; tive stores led to the establishment of the Wholesale 
: Society, we will next proceed to describe various other 
1 developments of the movement. The large profits real- 
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iscd by tho stores brought so forcibly homo to tlie work¬ 
ing ehisses the ailvaiitages of carrying on a retail trade on 
iihoir own account, tliat tlniy very naturally thought that 
they should bo abh' to secure still greater advantages if 
the lai)ourers could form themselves int.o associations to 
CJirry on some of the various tradi« in wl\ic,h they were 
em[)loyed. One of tin; first ex|)i'riments of tJiis kind in 
w'hat may bt^ terimsl cooperativi' productive iiichistrv "'ns 
made at Rochdale in ItSoo. Previous t,o itiis lime., itowc'vej, 
several cooperative trading establishments had been in 
successful working in Paris. Some of these we will hen'- 
after describe. But., reverthig to what was done at Roch¬ 
dale, we find that, as was lin^ casi’ at. tin; Pioneers’ Store., 
the experiment of a|)plying coojieration lo productive in¬ 
dustry was commenced on a very small .scale. Jn the 
first instance oidy a room was ?■( iited. and in it were 
placed a fmv looms. 'I’Inj cotton tra.de, however, was then 
in the hi'ight of its prosperity, and largi‘ ]ii'oiits were 
consecjinmtly reali.sed even from so imperfect, an effort. 
Enciiurage.d by I,his tirst succe.ss, t.lie. p)’onio|.i rs of the 
undertaking determined to (‘.\t,(nid their operations, and 
]>art of a mill was accordingly riml.ed. 'Fheir c.ipilal at 
.that, time was about oOOO^., and the system of conducting 
the business was as simple as it was c^xcellent. A divi¬ 
dend of five per cent, oti (■apilal was the first charge on 
profits. After this dividend had been se< uied, th<‘ re- i 
maining itrofits were divided into t.wm e(]u.d shares. One I 
iof tln;se shares was given as an extra dividend on capital, i 
land the other was distribut.ed as a bonus among.st the | 
Utabourers (smployed. Eatth labourer’s share, of t his bonus 
iwas ].iro])ortioned to lln^ aggregate amount of wages he 
ihad earned. 'I'lie most. Ihend'ore was given l.o those who 
worked with tlui greatest, n'gularity and the greatest, 
skill; and as,In addition to this bonus, the wagi's current 
in th(! trade were paid, it was natural thiit tin; best 
efforts of those emfioyed were stiimdated, and tins most, 
prudent operatives in the locality were powerfully a,t- 
tracted to an undertaking when; their labour re(;eive(| 
an extra remuneration, and when; they obt.alni'd a lucra¬ 
tive investment for their s;iving.s. Tin; utnh.'rtaking de¬ 
veloped so rapidly that soon a larger mill was requinid 
than any that could be rented. It was therefore resolved 
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to build ono: it was commenced in 1856, and completed 
in I860, at a cost of 45,000?. The mill was fitted with 
the biist machinery and was complete in every respect. 
So confident were the workmen of the success of the 
scheme that the outlay involved in the erection of this 
mill did not exhaiist the capital they were willing to in¬ 
vest, and accordingly a second mill was soon commenced. 
Tin ;se mills had scarcely time to got into full working 
when the breaking out of the civil war in America brought 
the cotton trade of Lancashiri; into a state of unprece¬ 
dented depre-ssion. Long after many of the surrounding 
manufactories had bcsni closed the cooperative mills cou¬ 
rageously struggled on. The difficulties, however, which 
i had to be contended against were of ,so entirely unnsual 
I a character, that no one can have any just reason to feel 
j less confidence in the cooperative movement because an 
I as.sociation of workmen were unable succi>ssfully to con- 
! tend against circumstances so exceptional as to be quite 
I out of the current of ordinary calculation. [Among the 
j most successful of the coo])erative as.sociations connected 
I with the cotton trade may be mentioned the Eccles mami- 
factory of Quilts and 1'able Covers established in 1861, and 
the Hebden Bridg(^ fustian manufiictory established in 1870. 
The llebden Bridge manufactory began very humbly, and 
at first its only capital Wiis formed by a weekly sub¬ 
scription of 3d, i;ach from a few fustian cutters. These 
men began by cutting fustian, for the a.ssociation they had 
formed, in tluur own homes, after their e-rdinary day’s 
work was over. By this means they gradually accumu- 
! lated a small capital, and in 1874 a factory and an c.statti 
I costing 7000?. were purchased. In 1886 they began to 
; weave thenr own cloth. The society employs about 130 
1 work people, and evc^ry man, woman and child employed 
gets a share of profits. The profits realised in the half 
year ending Dec. 1870 wore 3?.; in the first half of 1886 
they amounted to 1256?. Since 1871% the society has only 
failed on six occasions to pay a dividend both to labour 
atid capital at the cud of each half year. “ The portion of 
profit falling to each worker is credited to his account as 
I share capital until he has at Iciist 20?. paid up in the 
I society. This course has the effect of giving each of the 
work people a thorough interest in the welfare of the 
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^society; greater care and economy are exercised in all 
|iey)firtmonts of labour; and each one piitw forth e.vc'ry eii- 
BpSivonr to do his share toAvards making th<i business 
Profitable, knowing that in ]»ro})ortiun to (In' results, so 
Pill his share of yirofits bo‘.” There has never been any 
"strike or serious (lispute betAveen the work peoyile and the 
tllanagers of the society. The manager and tin* committi^e 
are elected by the members from among their own body.] 

It is to be remarked that in several of ihise mannfae- 
tories, Avhich have been es1,ablished l>y a.ssoe,iatioiLs of work¬ 
men, the plan has been vciry generally dejiarted from of 
allotting to labour a. share of the protils. VVhen di^yn'esst'd 
trafle brought adverse times to the Rochdale Mill, one of 
the first things that happened Avas a contention as to the 
..fight of labour to share in the prolits. 'J’hose Avho possc.'ssed 
^ipital in the concern sianned to thiidi that they were 
|nnn<!ees,s:irily generous, and Avere making a sacrifice for 
^'hich they received no return, if they surrendered any 
Ifi'actiou of profits to labour. Antagonism <it' interest thus 
larose in (wery respect similar to that which unhappily so 
^idely jirevails between employers and employed. The 
ynestion Avhethor labour should enjoy any -.hare of jnofits 
is still being keenly disputed amongst coo))erat.ors, and it. 
Ls difficult to s;iy how it will be ultiniat.ely ihfiermined. 
There certainly seems to be good reason to hop(^ t hat the 
party will ultimately prevail Avho, having obtained an in¬ 
sight into the true nature of CAKiperation, a.ssert that the 
bonus which is distributed amongst labourers is not a 
sacrifice on the part of cayiital, but is rather ii measure of 
the increased efficiency givmi both to ca.jiital and labour; 
and that if such a bonus is withheld from labour, co- 
loperatioii loses that Avhich gives it its chief vilalify ; and 
la cooperative society becomes little else than :in ordinary 
' joint-stock comp<au^'. 

Before leaving the sidnject of coo|>erative production, 
it is desirable to poii»t out that the cooperafivo principle 
pin be applied much more easily and much mor<> simply 
^o the distribution than to the jiroduction of wealth. It 

* [Se6 Cooperative Produetionin Great Britain, by .T. C. Gray, “ Age of 
, Steel,” January, 1887. Se.e also address by Mr T. Hughes, Cooperative 
iCongress, 1887, and tho Balance-Sheet of tho Hcbdcn Bridge Cooperative 
^Society, June 30th, 1886.] 
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j is, for instance, (ivident that a cnoperative store has ni 
. to contend with many difficulties which stand in the wa 
; of a cooperative manutivetory. As the, business of a stoi 
: is conducted on the ready-mouey princiytlo, scarcely an 
risk ncf^d be incurred. It is not necessary to make an 
s]jeculative })urchases. The, goods can to a great ext.eii 
be bought ius they an; wantcid. The ndurns in such 
; business are regular. 'I'hi' trade; done in one quartc 
ditters littk; from t hat dom; in the ])revi()us (piarter, an 
thi're is no difficulty in contracting or ex)tanding the bus; 
ness if it .slmuld be rt!(piisite to do so. A manufacturin, 
busiiu;ss is, however, from tin; iiatun; of the ease, spc.cu 
lativc and uncertain. Profits ofti;n d(;pond almost entiref 
upon purchasing raw mat(;rial at a favourable time. iSoine 
times the trade suddenly becomes so dei)ressed that it i 
nece,s.sary to withhold the manufa(;tured goods from th 
market. This of course cannot be; done; uidess there is ; 
re.servc fund to fall back upon. It is probable that th 
Cotton trade, more than any other industry in the countr; 
has always be(;n characteri.scd by violeid, fluctuatioia 
Pr(/s])erity and adversity S(;(;m to succeed each other ii 
ri;guiar cycles, for if (;xca;ptionally high profits an; realisec 
for two oi' three years, t.here is sure to be a ]ieriod of cor 
r('.s])ondiiig d(;i)ression, whim scarcely any profits at all caj 
be secured. Sometimes the profits realised in the cottoi 
! trade are morec-than three times greater in one (juarte 
i than in the (|u.ar(,er immediately pn'cc;ding or succeediiif 

■ it. Thus in the ipiartor ('iiding in Juno, LS72, the profit: 
of the Sun Mill (Company, Oldham*, were returned at ts 

: less than JO per e(;nt., whereas in the ((uart(;r ending ii 
i S(;ptcndier in the sam(; yt;ar they sank to 9 p(;r cent 
I It is obvious that the greatest i)rudence and forbearanci 
I are nMpdred in order that a business which is liable d 
! such ,sev(;re and sudden fluctuations shoidd be succossfulb 
! carried on. Thisre is, of course, a constant temptation ti 
I V 

I ■ [The Snn Mill Company Limited is not a Cooperative Society in th 
! sense of a neces.sary eopartnership between capital and labour. It is ai 

■ ordinary limited liability company, with a capital of 7.'>,000f. in 15,00: 
I shares of 51. each. The shares being .issued at this amount renders i 

possible that they should be held by working people; but there is no pro 
vision that they should be held by those employed in the Sun Mill! am 
consequently identity of interest between employers and employed is no 
ensured.] 
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appropriate too large a portion of the exceptionally high 
fcrofits yielded in prosperous yi^ars, and thus leave an 
inade(|natf', reserve to meet adverse tinies. That this 
temptation hits beiui in many instances successfully n'.- 
listed by associations of worknu'ii, may justly l)c regarded 
as affording the most satisfactory evidence of tin' ca]ia(aty 
of a consi(lerable number of tin- labouring classes to carry 
on most cotnplicated and difficult industrial iindcrfakings. 
The experiment of applying tln^ cooperative princlpt' to 
so spe(rulative and tluctuating a traile as the cotton niarui- 
facturc was an extrem(dy^ bold ono; for tlure is no ol.her 
branch of industry in which associations of workiiKSi liave 
to resist so many temptations and to straggle against so 
many' obstacles. Ooojxrative ])roduction may no doubt. b(^ 
tar more easily carried on in those trades where th(^ re¬ 
turns are more regular, and where the amount, of (iapital 
which has to be inve.sted in plant and material is small, 
conipare.<l with the amonnl, ex|iende(l in wages. [Idiere 
ar(!, howcwer, at the present, time (bS<S7). twelve coo]M‘ra- 
tive jiroductivi' societies in the North of Knglaml, e.ngaged 
in textile industry, employing more than dOOO workmen, 
and possessing share capital to the amount of I bS.OOO/., 
and loan c.apital to t.h(; amoiiut of 105,70!!/.' 'riiere are 
also sc.veral successful cooperat.ive bootmaking associa,tions 
in various parts of England; two of t.luise, at, Einedon and 
at Wollaston, both in Xorthamptonshire, supply a con- 
.siderable number of the boots retjuired for i.he Army, and 
their work is regarded by 1 lu^ officials of the Army Clothing 
department as highly satisfactory.] One. great obstacle 
to the success of cooperative production is no doubt re¬ 
moved when the maxissary capital reijuired f<ir (tarrying on 
a bu.sineas can be entirely provides! by thoset who also sup¬ 
ply the re(]uisito labour. 

Oooporative'production has assuiin^d a much more im¬ 
portant dev('lopment in France! than in England. At 
the present time theae are nf)t more than thnee or four co¬ 
operative productive associations in London: whetreas in 
Paris there are more than 40. Those societies e;7nbrace 
a great number of different trades, sneb for instance' as 
pianoforte making, honse-painting, tailoj’ing, fihi-emtting, 
bpectaclo making, carpentering, basket making, gas-fitting. 
It 1 See Eeport of the Nineteenth Annual Cooperative Congress, p. 48. 
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HOOK II. paving, furnishing, market gardening, etc. At the time 
. . of the revolution of 1848, various attempts were made in 

Franci) to c-ncouragii the estahlislinumt of c<Miperativ(! pro- 
diictive societies hy granting.them state loans; and it is 
particularly worthy of remark that in no single instance 
has any .society which obtained state astsistance secured 
any pennauent succe.s.s. One of the societies started in 
1849, viz. that of the pianoforte makers, received no state 
assistance and is now one of the most successful of the 
cooperative institutions in Paris. It had an extremely 
humble beginning; as, in the first instance, 14 workmen 
siiKscribed a ciipital of about 21. each. This society now 
consi.sts of 18 members who employ in addition a certain 
number of auxiliary labounm who are 2 >ind by piece work, 
and the members an' eh^cted from among the auxiliaries. 
The freehold of the building in which the iJhsim^s is 
carried on bidongs to the association and riijiresents, to¬ 
gether with plant and material, a ca])ital of about 11 , 000 ^. 

4'he coopemti ve as.sociations in Paris have obi aiiuid a vary- 
I ing amount of succoiss. Many of them have departed from 
I the principle, which may be regarded as the e.ssence of 
j cooperation, of emjiloying no labour without allotting to it 
j some share, of the profits. This, however, ought not to 
cause any want of confidence in the future of cooperation. 
It will no doubt hapiien that the comj»li.'tc apjilication of 
the princi])lo w’ll bo arrived at by gradual ste].).s, and it 
should be remembered that even in those cases when^ 
.some of the labour emjiloyed does not j)articipate in the 
profits, yet even here the labourers who are members of 
the association secure the important advantage! of thetn- 
.selves .supplying the cajiital which their industry requires. 

Without attempting to jiredict the exact phases through 
which cooyieration will pa.ss, it can scarcely be doubted 
that the jirincijile is so well adapted to agriculture, that it 
is certain some day to bti ap 2 )lied to that particular bmnch 
of industry with, the most beneficial Results. Hitherto co¬ 
operation has never been applied to agriculture except in 
a very imperfect form; but the.se experiments, though 
very incomplete, have been most encouraging and satisfac- 
Caopera- tory. The one that has attracted the most attention wfm 
begun in 1830 by the late Mr Gurdon, on his estate at 
■ Assington, near Sudbury, in Suffolk. Mr Gurdon was 
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Ko much impressed by the miserable condition of the 
Agricultural labourers wHo wore employed ou his estate, 
ghat ho was prompted to do something on their behalf. 
RV^u therefore one of his farms became vacant, he offered 
mo let it at the onlinary rent, 1501. a -year, to the labourers 
fwho worked upon it. As they, of course, had not sufficient 
capital to cultivate it, he in the first instance lent 
them tht! recpiisite .stock and implements. Tlu' labonn'rs 
were, in fact, formed into a company in which there were ' 
eleven shares, and no labourer was jAi^rmitted to hold more 
than one share. The plan was so timineiitly' smaawsful 
that in a few years sufficient had been saved out of profits 
to repay all that had been advam-ed, and th(^ stock and 
imphmients became (he property of the labourers. Each 
share has greatly increa.sed in value. Mr. (Jurdon was 
so nmch on(K)nraged, not only by the pecuniai-y advan¬ 
tages secured t.o thi! liibourers, but also by (he general 
im]jrovemeut iffiected in their condition, that some years 
afterw'ards ho hit another and larger farm on similar 
terras. Although no st.itenient of accounts has ever been 
publish(;d, the remarkable ])eouniary advantages .secured 
to the labourers is proved by the fact that, after enjoying 
at h^ast as high wages as were paid in the district, they 
wore able in a few years to become the owners <d'a valu¬ 
able property, consisting of the stock and implements 
on the farms. One of the most significspii anil hopeful 
circumstances couneeted with the experiment is that it 
was not carried out by a picked body of men; and if 
so much could be done by labourers who wei'e probably 
amongst the worst educated in the country', it may be 
fairly concluded that when the intelligi'ncc> of our rural 
popidatiou has been belter developed, coo])eration may 
be applied in a mons complete form to agriculturi.-, and 
with even miffe striking results than have been obLainisl 
at Assingtonh Agriculture has perhaps suffered more 
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’ [The second and the larger of tlio two cooporatiye farms at Assing- 
ton succumbed, in 3883, to the bad times from which agrienUnro has 
suffered for so many years. It was however able to pay each of its original 
shareholders 16f. a share, and the landlord and other creditt^rs were 
satisfied in full, the only actual loss falling on rocont shareliolders who 
had given oU for their sh'vres. The fann was started again, mainly 
ll^rough the help afforded by the London Cooperative Guild. The prin- 
wnle of profit-sharing was adopted, and thou^i, owing to the low prices 

S 


F. M. 


274 


BOOK II. 
OH. X. 


Coopera¬ 
tive agri¬ 
culture 
secures the 
advan¬ 
tages of 
peasant 
prapricUw- 
ship, with¬ 
out its dis- 
culvan- 
tages. 


Manual of Political Ecmwmy. 

than any other industry from the listlessness and apathy 
of the labourer, and the only way of removing this list- 
lossuess and apathy is to give the labourer a more direct 
and active interest in his work than he possibly can feel, 
so long as he simply works for fixed wages. In the 
chapter on peasant proprietors we had frequent occasion 
to describe how powerfully the industry of the labourer 
is stimulated by the feeling of property. When he' cul¬ 
tivates his own plot of ground, he exerts himself to the 
utmost, because he knows that he will enjoy all that is 
yielded by his labour. Each year, with the extended use 
of machinery in agriculture, it is becoming more advan¬ 
tageous to carry on farming on a largo scale. When, there¬ 
fore, cooperative agriculture becomes practicable, land may 
be cultivated by associations of labourers, and thus many 
of the advantages associated with the system of peasant 
proprietorship may be secured, whilst at the same time the 
disadvantages of small farming may be avoided. The pro¬ 
gress towards cooperative agriculture will no doubt be slow 
and gradual. The labourers will have to advance towards 
it by many preliminary steps. As sho^vu in the last chap¬ 
ter, many schemes of modified cooperation, based on the 
principle of copartnership or profit sharing, have been 
brought into successful operation. These schemes by af¬ 
fording valuable training to the labourers will, it may be 
hoped, enable them to triumph over the difficulties asso¬ 
ciated with cooperative production. 

It must not be supposed from the striking success 
which in numerous instances has been achieved by coope¬ 
ration that a cooperative institution is not subject to many 
of the same dangers which beset ordinary commercial un¬ 
dertakings. If a want of judgment is shown in selecting 
the managers, if care is not taken to secure both intelligence 

of agricultural produce, no surplus profits for distribution among the 
labourers have yet (1888) been earned, the rent and all other expenses have 
been punctually paid, and a full amount of lal^ur has been employed at 
wages above the average of the district. The older farm remains on the 
same basis as when started by Mr Gurdon in 1830. These particulars are 
gathered from a lecture by Mr W. H. Hall “ On Cooperation and Profit- 
sharing in Agriculture,” Metcalfe and Son, Trinity Street, Cambrige, 
and from private information kindly supplied by the Bev, Wilson Brown, 
Vicar of Assington. Mr Hall’s lecture contains an interesting account 
of a new experiment in cooperative agriculture, started in 1883, by Mr 
Bolton King on the Badboum Manor Farm, Warwickshire.] 
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■ and honesty, failure must, of course, inevitably result. All 
Itthat need be contended for by the advocates of cooperation 
yg that advantages are certain to nsult when the i)rinciple 
H judiciously and skilfully applied. As an instance of 
Bpnt of judgment, it may be mentioned that the idea 
'W-ems to have found much favour among many eooperators 

that a cooperative bank should bo established on the prin¬ 
ciple' of allowing a hxod rate of interest ol' .5 per cent, on 
deposits. It seems to be thought that /> per centr. is the 
proper rate of interest to be paid, but it need scarcely be 
pointed out that it is impo.ssible for a coojwrative bank to 
allow 5 per cent, when the eurreiit rate', of interest is b<!low 
that amount. 

Hitherto cooperative banking has not obtained any 
marked success in England; we cannot, however, leave the 
subject of coo])erative banking without n^h'rring to the 
origin of the movement which look place in Ijermany in the 
year 1831, under thediriict ioii of the late Herr >Schulze-Dc- 
litzsch’. The object of these cooperative or i-ri'dit banks, 
as fiisi. started undi'r the wise supervision of this gentlmnan, 
was to give to the labourer, through the agency of self-help, 
direct acc;ess t<j the capital ne(;essary t.o production. It is 
evident that an individtial lii,boui-er cannot obtain t,he usc^ 
of borrowed capitid, for tin; simple n.’jison that the security 
he is able to give for its re])ayniont is insutHeient; but 
what is true of a single artisan ceases tw be true oJ' an 
iWisociation of artisans jointly and severally res])onsiblc! for 
the debts of every nnanber of the; association, and espe¬ 
cially where the terms of membership are such as to reduce 
to a minimum the risk of loss through the dishoTiesty or the 
incompetence of those who join it. Such associations were 
formed through the influence of Herr Schulze-Delitzsch; 
the terms of the association are so drawn up ;is to exclude 
all but bonfi, fide labourers, and as the cai^inal ])rinciplo 
of the association is self-help, the candidates for admis¬ 
sion must give substantial juoof that they ar^^ able to 
help themselves. The circumstan<!es of the candidate for 
admission are always carefully enquired into before ho 
is allowed to join. He is moreover required to become 
a shareholder in the concern. It may be urged that if all 

■ these securities are required to prove a man’s honesty 

^ Herr Sobulzo-DelitzBcli died April 29,1883. 
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and his power to pay, he would have no difficulty in 
obtaining a loan independently of the association. A very 
little consideration will, however, show that this is not 
the case. The security offered by an individual workman 
can in the vast majority of instances only be a personal 
security; if therefore he obtained a loan at all it would 
be on exorbitant terms. The owner of capital advanced 
to an individual workman would run a very great risk 
of losing it altogether: if, for in.stance, the workman died 
or absconded, the owner of the capital would have no 
remedy. But the credit of a workman rests on .altogether 
a differcuit footing if he belongs to an association every 
member of which is jointly and severally responsible for 
the debts of all the rest. One fundamental principle of 
the Schulze-Delitzsch Credit Association is that of un¬ 
limited liability: this principle makes the credit of the 
jissoci.ation unimpeachable; it also exercises an important 
influence in keeping up due watchfulness on the circum¬ 
stances of the candidates for admission. The capital re¬ 
quired for the working of the .associations is obtained in 
two w.ays; first, by the subscriptions of members, and 
secondly, by loans contracted in the open market on the 
credit of the association. The bulk of the business is 
carried on with capital obtained in the latter w.ay. To 
give some idea of the proportions which this movement 
has assumed in*the country in which it originated, it may 
bo mentioned that in the year 1865 there were 961 of 
these Credit A.ssociations in existence in Germany. Of 
these about one-half or 498 sent in their stetistics to the 
central bureau, showing th.at they then possessed nearly 
170,000 members, and that the money they annually ad¬ 
vanced was equal to 10,000,000f‘. In 1877 there wore 
1827 of these associations, with over 1,000,000 members, 
owning 8,000,000t of csipital, with 20,000,000^. more on 
loan, and doing business to the amount of 110,000,000i“. 
In 1884 the number of the associations had increased to 
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The progress of cooperation was for some time matc- 


’ See the eleventh Report of the Trades’ Union Commissioners, 
Vol. II. Appendix, pp. 166—178. This part of the Report is by Mr, now 
Sir, B. D. Morier. 

* See Economica of Industry, by Mr and Mrs Marshall, p. 223. 
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rially impeded in England by various legislative restric- 
Itions. Until 1867 no cooperative society was permitted 
Up invest more than 20()i. in any other society. This re- 
Briction at one time brought a verj’ serious danger 
||fonu the Rochdali! Pioneers. Having more cajnta! 
^an they could use in their own biisiness, a portion 
of their capital, in consequence f)f their not being abk; 
to invest more than 200i. in any or,her .society, was 
lying idle. It was therefore decided to repay to some ol' 
the iarg(;st shareholders a portion*of the monej’ which 
they had invested in l.ho society. Jio sooner had this 
process of repayment commenced than a rumour not un- 
naturidly gained credence that the wealthier shareholders 
had lost confidenc(5 in the concern, and wen? withdrawing 
their capital from it. A panic ensued, and such a nui 
was made by frightened sha.r(!hoId(?rs upon the funds of 
the society that it was for some time in imminent peril. 
It is impossible to have a more instructivi? exampk? of the 
wides])read mischief which may result from nusldli'some 
and ill-considered legislation. As aiiotlu^r inslance, of (.he 
manner in which the development of cooperation has been 
retarded by legal impediments, it may be mentioned that 
until two Acts were passed in 1867 and 1871, coopemtivc 
societies could not buy or sell land except for the ])nrposcs 
of their spc'cial trade. Now that these .sociel ies have been 
empowered to buy and sell land, many <*!' them have in¬ 
vest,ed a considerable portion of their surplus eajrital in 
the erection of houses for their members. I’he Rochdale 
Pioneers have already (?xpend(?d many thousiuids in this 
way, and it need scarcely be said that it is not possible to 
render the working classes a greater service than t.o make 
it more practicable for them to obtain suitable dwellings. 
The members of a cooperative society may obtain their 
houses just a*the customers of a cooperative store, at the 
lowest possible price, since the object of investing the 
money of the society in building houses is not to obtain 
a largo profit, but to secure the best po.ssible hou.se ac¬ 
commodation for the members of the society. Various 
other schemes have from time to time been propounded 
with the object of improving the houses of the jmorer 
classes. These schemes, though not cooperative in the 
sense in which we have employed the word, are based on 
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the principle that much more can often be done by a 
union of several small capitals than can be done by each 
of these small capitals working separately. Thus, if a 
hundred men subscribed 200Z. each, with the 20,000i. thus 
collected, a block of buildings could be erected which 
would provide each member with much better accom¬ 
modation than if each had expended his 200Z. in building 
a cottage for himself. Building societies afford important 
facilities for workmen becoming the owners of the houses 
in which they live. These societies gather together a great 
number of small capitals, and employ the fund thus col¬ 
lected in making a(lvances to those who wish to build or 
purchase a house. The house itself is a security for the 
money arlvanced, and the loan is repaid by small weekly or 
monthly instalments. It is difficult adequately to estimate 
the good which is done by those societie.s. They hav(\ 
undoubtedly enabled many hundreds of thousands of work¬ 
men to become the proprietors of their own houses. In 
1887, the number of Building Societies in the United 
Kingdom, sending in returns of their assets and liabilities 
to the- Registrar of Friendly societies, wjis 1846 ; and the 
number of members belonging to these societies was 
581,681*. 

[Editions previous to the present (1888) of this book, 
have contained a de.scription of the operations of the 
Artisans’, Labovrers’ and General Dwellings Company. 
The object of the company, when first started, was the 
same as at the present time, namely to provide a large 
number of working class dwellings, at a rent equal only to 
a moderate interest on the original outlay; thus checking 
the evils, moral and phy.sical, of overcrowding. But the 
policy by means of which the company seek to achieve 


‘ It is remarkable that Building Societies have obtained little de¬ 
velopment in Scotland or Ireland compared with England; for of this 
total of 581,681 members, only 6,503 belong to Scotland and 11,448 to 
Ireland. No satisfactory explanation has, we believe, been given of this 
striking difference between England and Seotland. There is also a great 
disparity in the number of members of Friendly Societies in the two 
countries. Part of the difference is probably due to the fact that the 
system of registration of Building and Friendly Societies is not so com¬ 
plete in Scotland as in England; but after making due allowance for this, 
it seems difficult to resist the conclusion that the thrift for which the 
Scotch are proverbial has not hitherto taken the form of inducing them 
to place their savings in these societies. 
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^is object, has been very considerably changed since 
b 88, the date of the last edition of this book. At first 
company desired to do all in their power to taiconrage 
Ap workmen to become the owners of the houses in 
Jnch they lived. In this respect the company re- 
Wmbled an ordinary building society. Large pieces of 
land, such as the Shaftesbury Park Estate, wen? acquired, 
and working class houses were erected, which t;ho hriants 
were encoxiraged to buy. It was found, however, that the 
migratory habits of town workmeir piit many difficulties 
in the way of what the company aimed at. In practice a 
workman who had bought his house, often found that the 
necessity of living near his work forced him to migrate to 
another locality. Wheth(?r, under these circumstances, he 
continued the owner of the house he had bought, or sold 
it, the company saw a cotisiderablo uumlx?!- of the houses 
they had built passing into the hands of middlemen, 
who frec|uently raised the. r(?nt to the actual occupier, 
and who, moreover, were not in a position to hi? good 
landlords in the ,sotis(! of h(>ing able to lay out fr<jm time 
to time considerable sums in repairs and s<v ftjrth. The 
aim of the company is to conduct their business on a 
souTid commercial basis; but its aim is far from bc?ing 
merely commercial. The shanihoklers voluntarily deny 
themselves a larger dividend than 5 per cent on the capital 
expended; any further sum which may .be (earned they 
devote (iither to the (irection of fresh buildings or ti.) the 
reduction of rents. It is therefore obvious that, the 
objects of the company are not achieved if the houses are 
allowed to pass into the hands of middlemen, who will 
probably have no other wish than to extract the utmost 
profit from their purchase. These considerations have led 
the company in recent years to abandon the policy of 
endeavouring*to sell their houses to their tenants; they 
have ceased to be sellers and have become buyers, re¬ 
purchasing, as oppoatunity offers, the houses they sold in 
former years. They are now convinced that retaining 
possession of the houses is the best means of securing the j 
objects at which the company aim. The company have 
already provided about 6,000 cottages, at weekly rents 
ranging from 6s. to 11s. 6d., on their three large estates in 
the immediate neighbourhood of London. They also have 
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provincial estates at Birmingham and Salford, and they have 
erected large block buildings in the heart of London 
which will accommodate 500 families. Out of a total rental 
of 80,000/., irrecoverable arrears of rent only amounted in 
1886, to 145/. The only approach to the cooperative 
principle in the company’s present working is that every 
encouragement is given to tenants to become shareholders. 
Partly with the view of facilitating this, the company 
afford Savings Bank facilities to their shareholders and 
tenants. Deposits of' 1/. and upwards are received and 
interest at per cent, per annum, is allowed. When the 
sum thus saved reaches a sufficient amount, its proprietor 
can if he likes become a shareholder in the company; 
thus, in a .sense different from that originally intended, he 
may become the owner either wholly or in part of the 
house in which he lives’. The operations of such a 
company as this, if sufficiently extended, must in tim(! 
influence, in a direction favourable to the tenants, the 
whole housing of the working chrsscs in London: for if 
there, is a good supply of dwellings in various lociilitics 
well provided with air, light, water and other sanitary 
conditions, at moderate rents, which are yet sufficient to 
pay a fair interest on the capital expended, other owiuirs 
of house property will be obliged to improve the accommo¬ 
dation they offer or reduce their rents, unless they wish 
their houses to .remain tenantless, or tenanted only by the 
lowest class of the thriftle.ss and the outcast.] 

We have now described some of the more important 
results of cooperation, and we have ahso indicated .some of 
the prob<T.ble phases of its future development. Anyone 
who considers what it has already effected, and what it is 
capable of doing in the future, must, we think, come to 
the conclusion that we may look with more confidence to 
cooperation than to any other economic agency to improvo 
the industrial condition of the country. It cannot be too 
carefully borne in mind that those who have achieved the 
most striking success in cooperation have not been assist¬ 
ed by any extraneous aid. They have placed their chief 


* See the Beport of the Annnal Meeting of the Artisans’, Labourers’ 
and General Dwellings Company, 18S6; and Beport and Balance-sheet, 
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reliance in union of effort, in prudence, and in self-denial. »ook n. 
In striking contrast to this, we shall in the next chapter . . 

pescribe various socialistic schemes, which, far from not 
(depending on any extiauoous aid, are to be carried out 
ithrough the direct intervmition of the Stale. 
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I T has been pointed out in a previous chapter that the 
. most characteristic feature in the socialism of the 
present day is the reliance which it places on the inter¬ 
vention of the State. The most distinguished advocate of 
this new form of socialism was probably Lassallc; between 
him and the late Herr Schulze-Delitzsch there was for 
many years in Germany a keen and active contest. They 
respectively became the founders of two rival schools of 
•social and industrial reformers, and there was in almost 
every re.spect the widest divergence in the ideas pro¬ 
pounded by each of these schools. Herr Schulzo-Delitzsch 
gave, as we hav/j seen, a most important stimulus to the 
cooperative movement; and the guiding principle which 
influenced him was that the people wore to rely for their 
improvement upon self-help. Lassalle, on the other hand, 
thought that what the people chiefly needed was a greater 
amount of aid from the State. The movement which he 
set on foot became embodied in the society known as the 
International. The International put forward various 
propo.sals, nearly all of which involve State intervention. 
The agency, however, on which the Internationalists, and 
the socialists generally of the present «day, place by far the 
greatest reliance is the scheme which is known as the 
nationalisation of the land and the other instruments of 
production. As this plan of nationalisation may be re¬ 
garded as the most important development of State social¬ 
ism, it will be desirable to consider it before describing other 
socialistic schemes the adoption of which would involve 
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pecuniary aid from the State. The subject of uatioiialisa- 
rtioii of the land has, moreover, attracted special attention 
.in consequence of two books which have been published 
on the subject, the one by Mr Wallace', the well-known 

naturalist, the other by an American writer, Mr Henrj' .. 

George". It has randy happtiued that a book dealing Mraearye 
w'ith social and economic (juestions has been nnjre widely 
read than Mr George’s work. It tlioref(.>rc bet.ouie.-i the 
more important carefully to examine the proposals there j 
advocated. Although Mr George v^ritos in a style which 
is often particularly atti’active, yet. we have frequently 
found it extremely difficult to arrive at the (‘xact character 
of his proposals. There seems, how('V(.a', litthj room for 
doubt that if his scheme were carried out., tlui existing 
owners of laud would obtain no compensation at all, or 
would receive as compensation .an amount which would be 
only e(iuivaleut to a small proportion of the present selling 
value of their property. Not.hing, in ouj' opinion, (y«i be 
more unjust than t'or the State to take posscssioii of Imid 
withoni paying t.h(> full market ])rice to its osmku’s. It is 
sometimes urged in defence of such a course that the land 
originally belonged to the pe,o]ile, and that t he iSt.ate had 
no right to alienate national property in order to enri(di a 
few favoured individu.-ils. ]>ut the quest.ion as to whether 
or not it was expedient to have so completely relinquished 
the rights w'hich the State, as representing the nation, 
originally possessed in the land, appears to us l.o have; no 
bearing upon the question of appropriating larid at the 
present time without giving adetjuate conq)en.sation l.o 
existing owners. Land has changed hands an indefinite 
number (^f times .since the principle of private property in 
land was first recognised; and it would consetiuently be 
most indefensible if the State were to tak(; 2 'os.sessi()n, 
eith(;r wholly "or in part, of the land of the country. In 
describing the injustice and inexpediency of the suggo.stcd 
schemes of land natk)nalisation, it must not bo supposed 
that it would be desirable for the State to surrender its 
proprietary rights in the land in those countries where it 
still possesses them. In India, for example, almo.st the 

^ Isand NatiomiUsationt ite NecessiUj and its by Alfred liussol 

Wallace. 

® Progress and Povertyy by Henry Oeorge. 
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whole of the land is owned by the State; the cultivator, 
instead of paying rent to a private landowner, pays it to 
the State in the form of a land tax; the land revenue 
which is thus yielded amounts to about 22,000,000/. a 
year, and represents a sum nearly eciuivalent to what is 
raised by all the imperial taxes that are imposed in India. 
As evidence of the fact that the cultivators would not be 
necessarily better off if the State had roliiKjuished its pro¬ 
prietary rights in the land, it may be mentioned that by 
the celebrated permanent settlement of Lord Cornwallis 
in 1793, over a considerable portion of Bengal the pro¬ 
prietary rights were transferred to the tax-collectors or 
zemindars for a fixed annual payment. The result has 
been that with the increase in wealth and population, the 
cultivators in the permanently settled districts pay, in the 


form of rent to the zemindars, three or four times as much 
as the zemindars pay to the Clovemment. A large 
amount" of revenue has couscciuently been sacrificed for 
the benefit of a special class, whilst the cultivators’ posi¬ 


tion has been in no way improved; but on the contrary, 
the injury whidh has been inflicted on them may in some 
degree be measured by the amount of the additional 
taxation which they have to bear, in eonse(]ucnce of a 
large amount of revenue having been needlessly sjicrificed. 
If the permanent settlement in Bengal had never been 
effected, the additional revenue which would now be ob¬ 
tained from the land would be sufficient to enable the 
Government to repeal so burdensome an.impost as the 
duty on salt. 

The extent to which it is expedient for a Government to 
dispose of its proprietary rights in the land, suggests con¬ 
siderations of the utmost importance for many recently 
settled countries, such for instance as Australia. In that 
country vast tracts of laud have been sold ty the Govern¬ 
ment, and when the amount received is used as ordinary 
revenue the enquiry is at once suggested whether it can be 
wise to adopt an arrangement which virtually allows 
capital to be devoted to income. We cannot help thinking 
that it is unadvisable for a State thus completely to divest 
itself of the proprietary rights it possesses in the land. 
Although we believe that too much importance can 
scarcely be attributed to the economic advantages which 
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result from associating the ownership with the cultivation j 
of the land, yet the industrial stimulus which is given by | 
the feeling of ownership would, we think, still continue in 
active operation if, in such a country as Australia, the j 
Government, instead of completely relinquishing its rights 
in the soil, retained some share of the property in the 
form of a land tax which, instead of being commuted as 
it has been in our own country for a fixed moiuy payment, 
should be equal to some small proportion of the annual 
value of the land. If, for instance, in Australia the laud had 
been sold with the condition that one-tenth or even one- 
twentieth of its annual value shoidd be paid in t he form of 
a land tax, no discouragement would have been offered 
to enterprise, and the revenue which ndght be yielded as 
the comitiy advanced in population and \\(!alth would be 
a valuable national resouri'c, which might bi' utilised in 
rendering unnecessaty tin; impo.sitioii of many taxes which 
will otherwise have to bt; imposed. 

It has been thought necu'ssary to make I he.se remarks in 
order to bring out with distinctness the, very dilfereni, 
issues which arc involved in summdering projirititary rights 
which arc still possessed by the State, or in njsundng 
possc.ssiou of those rights when, as in Enghmd, tiny have 
been long since surrendered. Jn considering the proposals 
which are now being brought forward f<)r nat ionalising the 
laud of England, it will be desirable, in tlje lirst place, to 
eudeavt'ur to describe some of the consecjuenees which 
would result if no comptinsation, or inadequate eoirq)ensa- 
tion, were given to cixisting owners; and we .shall then 
proceed to di-scuss the subjetd. on the su])position that full 
compensation is given, the land being bought by Che State 
at its present market value. As a result of careful in¬ 
quiry, we have come to the conclusion that until the 
appearance of Mr George’s book, almost everyone in 
England who advocated nationalisation, even including 
the members of suclw a society as the International, never 
entertained the idea that the land shoidd be taken without 
full compensation. In England, perhaps more than in 
most countries, a respect tor the rights of property is widely 
diffused; and the fact has certainly not been lost sight of 
many of the working classes, that if the policy of taking 
^nd without compensation wore once embarked upon, it 
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is not only the property of the wealthy owner which would 
be confiscated; the small proprietor who by years of careful 
thrift and patient toil had acquired a plot of land, he too 
would be engulfed in this whirlpool of spoliation. It 
would be impossible to say where this wholesale appropria¬ 
tion would stop. The large landowner and the peasant 
proprietor would not be its only victims. If the States 
were to take without compensation all the land of the 
country, the workman who through the agency of a build¬ 
ing society is now able to call his house his own, would 
find him.self dispossessed of the land on which it stands. 
If the nationalisation of the land without compensation is 
thus flagrantly unju.st, it can, we think, be shown that 
nationalisation with compensation, though not so unjust, 
would prove incalculably mischievous in its consequences. 
In the opinion of a well-known statistician, Mr Robert 
Giffen, the annual rent of the agricultural land in this 
country is about Gc,000,000i. Take this at 30 years’ pur¬ 
chase, and the amount of compensation reciuired for the 
agricultural laud alone would be 2,000,000,000^., or nearly 
three times the amount of the National Debt. And when 
the State had become the possessor of all the land, whal. 
is going to be done with it ? What principles are to 
regulate the rents to be charged ? Who is to decide the 
particular plots of land that should be allotted to those 
who apply for them ? If the rent charged is to be deter¬ 
mined by the competition of the open market, in what 
respect would a cultivator be better olf if he paid a 
competition rent to the State instead of to a private indi¬ 
vidual ? and if the market price is not to be charged, who 
is to bear the loss ? from what fund is the deficiency to be 
made good ? There is only one answer to this question; it 
must be made good from the general taxation of the 
country; and increased taxation means still more taken 
from the hard-won wages of the people. But the subject 
may further very properly be looked ait from another point 
of view. If the Government owned the land and once 
began letting it on any other terms than those which 
regulate the transactions of ordinary commercial life, there 
would be opened indefinite opportunities for State patron¬ 
age and favouritism, and the demoralising corruption that 
would ensue would be more far-reaching and more baneful 
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■in its cousequences than even the pecuniary loss which the 
^heme would involve. If land was to be allotted as a 
matter of patronage, who would have the fertile plots and 
[who would be relegated to those barren soils which, under 
(the most favourable conditions, will scarcely pay for culti¬ 
vation ? It would therefore appear that the nationalisation 
of the land would inevitably lead to this diletniua:—if the 
land were let at less than its market price, not only would 
there be an unlimited field for State patronage with all 
its attendant corruption and demoralisation, but the difl'er- 
ence between the amount at which the land would be let, 
and its letting value, if a competition rent wore charged, 
would involve an enormous annual deficit that would have 
to be made good at the expense of the general body of the 
tax-payers of the country. 

it is further to be remarked that tins di^ficit would 
by no means represent the, whole loss that would be 
involved, because it cannot be. doubted tluit the raising of 
so large a loan a.s 2,000,()0t),()()0/. which, as has be<'u stab.'d, 
is the estimated value of the .igricndtural land, would e.on- 
siderably alFect the credit of the hltate. The (J<;vernm<mt 
would have to borrow upon less favourable renns; and 
the more unfavourable W(!re thi' terms, the greater would 
be the difference between the amount yielded by tin- land 
and the annual interest on the loan, consequently the 

f renter would bo the loss which the community would 
avc to beai'. If in order to e.scape from this loss, and 
to provide a remedy against the difficulty of distributing 
the land among the various a])plicant8, it should be 
decided, instead of letting t,he laud at what is termed a 
fair price, to ofi'er it to be competed for in the opem 
market, the rents that would then be paid would be rack- 
rents ; and in what better position would the cultivators 
be, if instead of paying a rack-rent to a private individual 
they paid at least as high a rent to the State ? Instead of 
the position of the cultivator being improved, he would, in 
numerous instances, be far worse off than he was before. A 
private owner can take account of many circum-stances 
which it would bo scarcely possible for the State to regard. 
It not unfrequently happens, for instance, under the pre- 

E int system, that the claims of an old tenant for con- 
deration are not ignored, and there are many landowners 
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who would not think of displacing an old tenant, although 
it might very likely happen that if the land were put into 
the market a somewhat higher rent might be obtained. It 
cannot, we think, be too strongly insisted upon that, in 
order to provide a security against favouritism and patron¬ 
age, the State would have to administer its property 
according to strictly defined rules. If the State owned 
the land, rent would have to bo levied with just the same 
rigour as an ordinary tax, and thus, so far as the cultivators 
are concerned, the rescilt of nationalisation would be that 
they would hold the land under a system of the most rigid 
rack-renting. 

It is sometimes contcnde<l that if the land were na¬ 
tionalised the disadvantages, to which reference has just 
been made, would be counterbalanced by the introduction 
of an improved system of land tenure. Thus, it is said, if 
the cultivator rented directly from the State, he would bo 
protected against cfipricious eviction, and would bo secured 
adeejuate compensation for any improvements that might 
be effected in the land through his capital and skill. 
Nothing is farther from our intention than in any way to 
underrate the importance of the cultivator enjoying these 
advantages; but it has been shown by the Irish Land Act 
of 1881, and by the Tenants’ Improvement Act 1883, that 
it is possible to confer these advantages on the cultivators 
without bringing into operation all the evils which, as 
we believe, would result from nationalisation. The idea 
which forms the foundation of all these schemes of na¬ 
tionalisation is, that with the advance in the wealth and 
pcipulation of the country the value of land constantly 
increases, and that the portion of the additional value 
which does not result from an application of capital and 
labour, but is the con.se(pience of the general progress of the 
nation, is a property belonging rather to tne nation than 
to the individual, and might therefore be fairly appro¬ 
priated by the State. Practical effoet was sought to be 
given to this idea in the proposal made by Mr J. S. Mill 
not long before his death, that the State should appro¬ 
priate what he termed the unearned increment in the 
value of land. But although this proposal with regard to 
the “unearned increment” of the land, sanctioned by his 
high authority, is deserving of most careful consideration, 
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t seems to us that it can neither bo defended on grounds 
if justice nor expediency. If the State appropriated this 
mearned increment, would it not be bound to give com- 
jcnsation if land became depreciated through no fault of 
ts owner, but in consequence of a change in the general 
nreumstances of the country ? Although there is perhaps 
10 reason to suppose thal> the recent depression in agricul¬ 
ture will be permanent, yet it cannot be denied that in 
many districts of England there has b^cn a marked decline 
in the selling value of agricultural land within the last few 
years. If, therefore, the State in prospertais times appro¬ 
priates an increase in value, and if in adverse times the 
falling-off in value has .to bo borne by the owtier, land 
would at once have a disability attached to it which 
bedongs to no other property. If wt' purcliase a house, a 
manufac-tory, or a ship, we take the purchase with its risks 
of loss and chances of g.ain ; and why with regard to land, 
and to land alone, .should a purchaser havi‘ all the risks of 
loss and none of the chaucc^s of gain ? If thirty ye,ars ago 
100,000^. had been invest<sl in agricultural land, and if at 
the .same,time another 100,000/. had been invested in such 
first-class securities as railway, banking, insurance, water or 
gas shares, it can scarcely be doubted that if the latter 
investment had been made with ordinary judgimnit there 
would be, at the present time, a very much larger unearned 
increment of value upon the shares than •upon the land. 
The increase in the value of the shares would have taken 
place quite independently of any effort or skill on the part 
of the owner, and therefore, it may be asked, why should 
this unearned increment nmiain as private property, if the 
unearned increment in the value of land is to be appro¬ 
priated by the State ? 

We cannot help thinking that such proposals as those 
we have been considering, either to nationalise the land or 
to appropriate the unearned increment, would take us with 
regard to land reforit* exactly in the opposite direction to 
that in which we ought to move. If we associate with the 
ownership of laud any disability or disadvantage which 
does not belong to other kinds of property, a direct dis¬ 
couragement is offered to the investment of capital in the 
improvement of the soil: whereas what above all things 
should bo .striven after, is to promote the free How of 
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capital to agriculture.. At the present time, so great is the 
accumulation of capital in this country, that it flows in 
a broad and continuous stream towards almost every (piar- 
tcr of the world. 'I’liis takes place at a time when the 
prodtu'tivenoss of millions of-acres of land in this country 
might he inen^ased by improved cidtivation. As the held 
for the (!m[)loyment of labour on the land extended, wages 
M'ou Id be increased, a stimulus woxdd be given to the general 
indu.stry of the country, and the extra food which would be 
yielded would bring'additional comfort to every humble 
home. 

It Ihcrefiirc a])pears to us, as previously staled, that 
the (thi(‘f end to be sought in the reform of land tenure is 
1.0 free the land from all restrictions which limit the 
.•imouut of land, which is brought into the market. The 
existing laws of primogenitures .settlenumt, and entail, 
combined with a costly system of conveyancing, impede 
the transfer of land, and thus lessen the opyiortunitiiis ol 
associating the ownership with the cultivation of the soil. 
Such an association would, in our opinion, not only oflfci 
the' best security for eflicient agricidture, but would in 
various other ways be highly^ advantageeius to the entire 
community. Some idea may be formed of the advantage 
whiyjh may result from uniting the owmirship w'ith the 
eailtivatyjn of the soil, if we consider how little chance 
there would b*; of manufacturing industry in our country 
succe'ssfully encountering the clo.se compe.'tition with w'hicli 
it has now to contend, if in England maimfactorie^s gene¬ 
rally had to be rented, where^as in otheir countries they 
were owned by the manufacturers. It can be at once seen 
at what a disadvantage English manufacturers would be 
placed, if every time they wialm(i,; 3 to introduce new ma¬ 
chinery or to carry out other improVcmeiits, they had t< 
calculate whether or not a portion of the resulting profit 
would not be taken away from them in the form of in¬ 
creased rent. Legislation may giiftx the tenant an im¬ 
portant security for his improvements, but we believe it 
will be found that in all industry no legislation can give 
the same security as that which is obtained when a man 
feels that he is applying his capital and labour to increase 
t he value of his own property. 

The next scheme of State socialism to which it will be 
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desirable to direct attention is the construction of railways, 
canals, and other public works from funds supplied by the 
(lovcrnmcnt. Although a demand has sometimes been jait 
forward that public works should bis undertaken at the 
public expense, yet the system has hitluirto iti this country 
only been carried out to a very limited extent. Under 
certain conditions Gtovert)ment loans are advaius'd to niuni- 
ci])alities and other public bodies. The Public Works 
Loan Commissioners, through whom these loans are made, 
only make an lulvance upon swlei|uate scnnirity, such as the 
rates. In India, the Covernnumt regularly .sp(m(ls large, 
sums of money on public works; but thc^ motive which 
prompts this expimditure is not to find work for the umnn- 
ployed, but it is supposed that the mass of the Indian 
people not having (jbtaimsl the same social advancement | 
as tho.s(! by whom th(^y are governed, it is nspiisite to con- I 
struct for them railways, canals, roa<ls and other works | 
which would not be carried out through the ])rLval(5 cfit.er- i 
priseof the people themselves. Alt hough considerations sudi j 
as the.se may justify’the (jovtsrmnent in (^xteiniing imblic | 
works in India,yet exp(!rience has shown that even in India, j 
the grealest care and watchfidness are reipiired (o pi-event 
very serious evils arising. It has often happened that the 
construction of ptdilic works in India has involved tluj (lo- 
virnment of that country in very grave fina.neiiil ditticul- 
ti(!s. When thi^ return upon the works is*not sufficaent to 
pay th(! interest on tin; loans rais(Hl for their construction, 
t.lui deficit has to be made good by an increase in giaieral 
taxation ; and in a country .such as India, where the mass 
of the jieople are (!xirem<‘ly poor and when; the resources 
of taxation are very limited, it, is almost impossible to 
cixaggerate the harm .that may be done, if it becomes ne- 
c('ssary to resijyt to fncreasi‘d taxation. 

In France the construction of public works by the Go- 
veniment has been undert,aken from motives aliogcd.her 
different from those ^'hich pnwail in India. The primary 
object in France is to give additional mnployment to the 
labouring classes. It cannot be for a moAent suiijtoseil 
that any remunerative public work would not be supplied 
through private enterprise and private capital. In no 
country, probably, is there a more gimeral diffusion an<l 
greater accumulation of wealth than in Franco, .and the 
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(;normoiis suras which arc forthcoming whenever a new 
loan has to be raised show that it is scarcely jiossible to 
place any assignable limits to the amount of ca 2 >ital which 
the French js^oplo are willing to supply whenever they 
consider that an opportunity is ottered of a safe and jirolit- 
abl(! investment. Jf therefore any particular jmblie work is 
not eoust.ruel.ed in Franci; through jirivate miterfirise, it can 
lie fairly concludinj that in tin; judgmeiit of the French 
pt.'<H)lo it does not afford a reasonable jiro-speet of jirofit. As 
all experience shows that an industrial w'ork carried out by a 
Government is not likely to lead to greater economy than 
if it is coustrueted through lU’ivate agency, a work which 
is not carried out by jirivate enterprise because it is 
unremuuerative, will in .all tirobability be still more un- 
remuuerative if it is undertaken by tlui Government. We 
am thus again brought face to face with the same ditticulty 
which had to be met wlu'u (ionsidering the schemes for the 
nationaJisiition of the land, and we have to ask on whom 
would fall the loss which would result ? To such an 
iiKjuiry oidy cmv. answer can be given: the State, as we 
have often had occasion to remark, far from having any 
gri'at stoi’c of wnalth from which dniughts can be freidy 
made without any one Ixnig the iJoorer, has to obtain 
every shilling it exjieuds from taxation. It cannot more¬ 
over be too constantly borne in mind l.hat all taxation 
takes from the' pockets of the people a great deal more, 
than it yields to tin* State,. It is probably a moderate 
I'stimate to assume, wdien account is taken of the (ixjienses 
of collection and of the hindrance (o trade involved in 
t axation, that if the; carrying out of a jniblic works policy 
led to a deficit of 5,000,000/., the real loss to the community 
would not bo less than 0,000,000/. 

'I'hcre is another consideration which ^lemands most 
serious at.tontion. The expenditure by the State of large 
sums uj)on jiublic works disturbs the natural flow of 
labour. Great ma.ss(!s of workmeiV are aggregated in 
[lartioular districts, and W'hen ex{)endituro begins to slacken 
they are naturally eager for fresh employment, and the 
Government, in order to a]>poa.sc political discontent, may 
T)ot improbably be forced to commit itself to still further 
outlay. As an instnietive warning of the straits to which 

T'f p, inte^-^bres with the 
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natural development of trade, it may be mentioned that 
in the Spring of 1883 there was much distress amongst the 
workmen of Paris; many of them had been attracted from 
the country districts by tem}iting offers of employimait 
which were made during the time wlieu ])ubli(! works on a, 
large scale were e^irried out in Paris, 'fhe demand foi’ 
work beciime so ])ersisteut that it was seriously proposed to 
order new furniture for all the Government oltices in Paris, 
not because it was wanted, but in order that (anployimmt 
might be found for the distressed* cabinet-makers. It 
would be scarcely more unrea.sonablo to engag<.' some one 
to break all the lanip-[)osts with tln^ view of giving work to 
those who would replace them. 

Considerations similar to lhos<.; lo which reference has 
just been made, apply to all the selumes that are fi’om 
time to time brought forward for (tarrying out various 
industrial undeJ'takings by State funds instead of by 
private eut(.'rj)i'i.so. Thus it has often been advocated in 
the progi’amme of modern Socialists that co-operative in¬ 
stitutions should be !i,ided by capiljd advanec'd by the 
State. Whilst pla(fnig tlu! highe.st value upon thi^ ex¬ 
tension of co-o])eiation, we believe tha,t no nion^ fatal in¬ 
jury could be iidlicted ujuni the movement than that the 
founders of co-operative ijistitutions should be acciistonnid 
to rely, not upon their own efforts but upon Slate Imlp. It 
is particularly worthy of remark that of tk; many French 
co-operative institutions which reccivetl assislance from tin; 
State at the time of the revolution of 18 IS, not one ob¬ 
tained any permanent success. It is not dilb'cult to ex¬ 
plain their failure. Every trade is certain sometimes to 
have to conttmd with the rcwersi.-s of bad times ; the surest 
way of triumphing ovau’ these dilliculties is to exercise 
patience, (!are, and ))er.si!verauce ; and nothing is so likely 
to lead to faifure as if encouragement is given to a re¬ 
laxation of clfort by the feeling that if fn^sh funds arc' 
recpiired recourse cai» be had to the coffer.s of the State. 
If the credit of any commercial undesrtaking is good, t here 
is no difficulty in its obtaining an advance of capital from 
bankers and others, whose special business it is to secure a 
profitable investment for the large sums placed at their 
disposal. If the State makes loans in cases where they 
cannot be obtained from ordinary commercial sources, it is 
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cloar that, in (ho judgment of thuKo best (|iialihod to form 
an opinhm, the State is running a risk of loss which may 
necessitate incri-ased taxation. 

Although in England very little support has boeti given 
to proposals to assist co-operativt) institutions by State 
loans, yet within the last few years other schemes, which 
wo believe may produce consequences very similar to 
those just doscribe<l, have j'ceeived much pidilic favour. 
In Ireland three-fourths of the purchase money is ad¬ 
vanced by (he State to enable small farmers to purchase 
the land tlu^y cultivah!, and it is evident that an effort 
will be niad(! to (ixbaid the system to England and to Scot¬ 
land. If the plan is simply considered in il,s financial 
iisjxc(.s, it is at once evident that public funds ai’o used in 
a manner that may lead to a loss which will have to 
be borne by the general body (jf ta.\[>ayers. For if the 
public moiK:y which is advanciul could be regarded as a 
safe investment, there would, as previously remarki^d, be 
no necessity to have recourse to State assistance. If, mon;- 
over, the aid of the Stale can be evokcsl (,o enable small 
farmem to become tln^ owners of (he land tln.y cultivate, it 
can hardly be doubted that gradually the .sysi.em of Statu 
assistance will have to be extiimded. 'I’he workmen in the 
towns would not unnaturally think that they should share 
the advantages of State help; and they might urge (hat they 
should receive some, assistance to enable them to become 
the owners of the houses in which (hey live. Sueh de¬ 
mands would be most ])()werfully stimulated if it became 
nece.ssary to impo.se additional taxation in conse(|Uence of 
losses that might imenu! on advances made by the State; 
because a feeling woidd inevitably arise that if the coiii- 
munity were fined for the sake of providing advantages for 
a special class, these ailvantages should be sharcsl by all 
who had to bear the burden. We fear, howcviir, that the 
(inancial loss may be by no means the most serious evil 
resulting from a largo extension of,the pl.an of creating 
small properties in land by means of Government loams. 
It is at any rate deserving of most careful consideration 
whether similar results will not follow the scheme of 
creating peasant properties by State help to those which 
have been produced by the attempt in a similar manner 
to foster co-operative institutions. If some hundreds of 
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thousands of small farmers wiirc debtors to the Stale, it »o<'k n. 
might not improbably hap])eu that, in a period of agri- . 
cultural depression, they would not encounter their dilti- 
cultics by increased energy and enterprise, but would be 
encouraged to seek a remedy in the tortuous eo\irsos of 
political agitation. The Stale wtndd be leinesented as a, 
hard taskmaster, mercilessly exacting the uttermost lixr- 
tliing from the suffering and the im[iovi!risli(3d ; and poll 
tical support might be given to those who would most 
deeply pledge themselves to seeuro.a ])artial nnnission ol 
the debts that had b(;en incurred. 

It seems probabk' that the scheme of State. Socialism oinjia im 
which in England, <luring the iu;xt few years, is likely to jmivf 
assume most importance is the erection of improved dwell- 
ings for the poor by funds supplied (uther from impenal iahouriiu. 
or local taxation. It is almost impossdjie to overstate the 
evils which result from the o\crerowding of a large portion 
of the population in wretched and unbeall-hy dwellings, the stair 
As stated by' Mr Bright in bis rectorial addre.ss at (ila.sgow 
(March, 188d), it appears that e,v('n in that wealthy city 
no less than forty-one out of ('very hundn'd famill((s live 
in a single room, and that beyond the.se forty-one, lldrty- 
seveu families out of every hundred live in two rooms'. 

In view of such a .state of things, im effort should be 
spared to bring into opei’ation every ag(.mcy which is ■ 
calculated to improve the dw(dlings of the poor. Ad- j 
mitting that there can be no difference. (*f opinion as to ! 
the desu'ability of tin; object to be attained, the ipu'.stion 
is at once suggested wh((ther this object is likely to be 
promoted by erecting dwellings at the' jnddic expen.se. 

There is a wide distimdiion to be drawn between the 
inbjrferenee of tin; State on sanitary grounds, and it.s 
interference with the object of su])plyiug hou.ses on more 
fiivourable kS-ms than tho.se on which they can Ix' [>ro 
vided by private agency. There are strong grounds for 
concluding that it ^s ext)edient for the HtaU; t(t interpose, 
both with the object of preventing unhealthy houses being 

’ The deplorable state of things disclosed by tli(?se lignros is probably 
in large measure due to the fact previously stated (sec note p. 27H) tliat 
the Scotch, compared with the Englislt, have hitherto made scarciely any 
effort to provide themselves with better houses through the agency ol 
Budding Societies. 
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built, and in prohibiting houses continuing in so bad a 
sanitary condition that they not only are dangerous to 
their inmates, but may become centres of disease to the 
neighbourhood. It can, however, be easily shown that 
immediately the State steps beyond these limits of in¬ 
terference, and attempts to control the rents that arc 
charged by building houses through public funds, endless 
difficulties are at once suggested. If the rent asked 
for houses built by the State or by a municipality is not 
sufficient to pay the interest on the money expended in 
building them, the (hffieieney must be made good either 
by an increase in imperial or local taxation. Additional 
imperial taxation must in part ultimately be paid by the 
poor, and without discussing here the intricate question of 
the incidence of local rates, it is sufficient to say that rates 
ar(i in a large part paid by the occupiers of houso.s. If, 
therefore!, it became necessary, as the residt of a muni¬ 
cipality entering into building operations, to increase rates, 
the inevitable result must be that those who were for¬ 
tunate enough to be selected as tenants by the munici¬ 
pality would be virtually shifting a portion of the rent 
which they would otherwise have to pay, from themselves 
upon the rest of the inhabitants. Not only would this be 
manifestly unjust, but the very evil which it was sought to 
cure would in many instances be aggravated. A workman 
can only afford ^ to spend a certain portion of his wages 
upon house-rent; suppose the amount spent by one who is 
earning 30s. a week is, for rent and rates combined, 6s., 
the rent being 4s. Gd. and the rates Is. Gd. If his rates 
are increased by Gd. a week, the amount then remaining to 
him to spend in rent is reduced from 4s. Gd. to 4s. a 
week, and the accommodation which he will ultimately 
obtain will be proportionately diminished. 

I’herc is yet another difficulty to be cons'idcrcd. What 
process of selection is to be adopted by the municipal 
authorities, in deciding who should jjc the favoured in¬ 
dividuals to enjoy the advantage of living partly at the 
public expense, in houses with rents artificially reduced ? 
It is obvious that poverty cannot be made the controlling 
principle of selection; because, if this were done, a direct 
and powerful inducement would bo held out to impro¬ 
vidence. Nothing could be more disastrous than to make 
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the industrious poor feel that they were taxed iu order to «• 

provide those who were impoverished by intemperance' - 
or improvidence with better and cheaper houses than 1 hunt hy 
they could themselves obtain. If no principle of selectiein 
were adopted, and if the houses built by the State or 
by the municipality were let at the highewt rent they on tile 
would fetch, is there any reason to su])pose tliat a State "tiarlumd 
or a municipality would, in such a trade as house build- 
in^, be able successfully to compete with private enter- eiaifaiiur 
prise ? This being the cast;, the rijsult. would b(! that 
although those who lived in the houses built by public | 
funds would be paying competition rents, yet in all pro- j fumurit- 
bability these rents would not lx; sufliiiient to return tin: 1 ""'t 

interest on the outlay anti the expenses of management, 
and the deficit would Inive to be made good either by .idd- 
ing to taxation or by an increase in rates. 

Probably, liowover, the most mischievous consetiuence 
that would result from the State or a mnnieipality umler- i 
taking to supply houses, is the effect it wnuld have in dis¬ 
couraging the efforts which the w'orking classes are, now 
making to provide themselves with houses. There is no 
fact connected wdth the social conditieii of the p(;o]>le 
more hopeful than the remarkabk; devi lopment of build¬ 
ing societies in recent years. It is estimated, as previously j such u 
stated, that at the present time these socaeties have no ; ^eheme 
less than 581,000 members, all of whom, by tlu; sotting i “'J",',/'' 
aside of small savings, have either become, or are in j hinu- to 
process of becoming, the owners of the houses in which l!uihiiu!i 
they (Iwmll. There i,s, we believe, no surer way (jf ilrying 
up this great stream of self-help and self-reliance than to ! 
teach the working classes that they should look, not so 
much to their own efforts, but to the State or to the mu- 1 
nicipality to provide thenr with the house accommodation 1 
they may nee?l. ! 

The next scheme of State socialism to which it is | 


desirable to direct jj-ttention is the proposal, which has 
been sanctioned by the high authority of Princ(' Bismarck, 
to create a fund, obtained from a special tax levied upon 
employers, for the purpose of providing j)en.sions and sick 
allowances for workmen who are partially or wholly dis¬ 
abled in conse(}ueucc of accidents occurring in the course 
of their work. It has been sometimes suggested that the 
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scheme is a natural outgrowth of that system of militarism 
which has a.ssumed its highest developmeut iu Oormaiiy, 
and that so siivere a strain has been imposed upon the 
industrial cla.s.«e.s hy compulsory military service that it 
is necessary to resort to exceptional measures to relieve 
it. It would, however, be foreign to our purpose in this 
pliice to consider the scheme iu other than its economic 
aspects. With the object of chiarly explaining the economic 
results which may be jiroducisl, it will be desirable to 
assume that tlu; sclijune is carried out iu the simplest 
possible manner, .and that the moiuiy required to give 
iitt'ect to the pi’opo.sal is in part obtained by a special tax 
levied upon the profits of the (;mployer.s. It will be 
neces.sary, in the first place, to consider what will be the 
effect of this tax, not only upon the employers, but also 
upon the rest of the community. Three questions are at 
once suggested: 

(1) Will the tax be really jiaid by the employers ? 

(2) -Will the employers be able to compensate them¬ 
selves by a rise in the iiriee of commodities, and thus shift 
the burden upon the gene'ral body of consumers ? 

(8) Will the employers be able, in conseijumice of the 
tax, to reduce wagi-s and thus cau.se the tax to be really 
paid by the workimm ? 

We believe, from the answers to be given to these three 
questions, it will be clearly shown that the tax will 
ultimately have to be borne wdiolly or in large part by the 
workmen. Sufipose that the tax, in the first instance, is 
jiaid by the em[)loy(‘r, and that his profits are conseipicntly 
proportionately dec.niiised. This diminution iu piofits will 
render it less desirable to embark capital in the industry of 
the country; because if capital wore employed in some other 
way, such as the purchase of Government loans, or if it were 
exported for invest.ment abroad, the paymtut of thci tax 
would be avoided. This lessening of the inducement to 
apply capital to home industry could^have no other result 
than to diminish the demand for labour; wages would 
con.sequently declim^, and the tax, though paid by the 
employers, wouhl really, in large part, be contributed by 
the labourers. 

It can be easily shown that very serious results might 
ensue if the employers attempted to compensate them- 
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selves for the loss inttietetl by the tax, by a rise in the n. 

price of commodities. In (!V(Ty country there is, in the . 
great majority of iudnsti-ies, a keen and elosc'ly contested 
competition between the home and the foreign pro- 
dneer; if the 2 >rice of home j)rodncts is artificially raised, 
the inevitable result will bt: at once to pl.aee home trade at 
a disjulvatitago; business will beconn? lo.ss aedve, jjmfits 
and wages will both decline, and it may very |)ossibly 
hapjxMi that the loss alike; to eniployesrs and em|tlove-d 
will be eonsidm'ably greater (ban the anionnt of the tax. 

Even if there; were neet the e'ennpe'titieni just suppeeseel, 
anel if it we;re jeossible; to maintain ji rise; in jirieee-s sultie’ie;nt 
te) e;onijx;nsate the eniplejyea- leer the- tax, the' labeaire'rs, 
being by far the most numei’enis class in the cennmunity, 
wemki, by having te; pay an i;xtra piiee fe>i' e-eamneeelitms, be 
just as certainly tjixe;il as if the large;r par't e)f the; tax 
we;re in the; first instane;e; lcvie;el from the;m. The .siwne 
result wenilel, of e;e)urse, take; plae;e, if, .is .-i e;onKe'(|Ue'nce; e)f 
impeesing the; tax ilpeni I he' e'lnploye'r, he', in oreleer te; jehute- 
hinise;lf on an eepiality with his fen'e'ign competitors, re¬ 
el nee ;d wage;s. 

VVe, there;fore;, arrive' at the conclusie)n that nee ('emi'se e;an 
be suggeste;el which will [nevenl. the lax, eithe'r wholly or 
in large part, being jxiid by the' labemicis; anel theei'etene' 
the effe;ct eef the; .scheme; will be the- same' as if the' 
labe)urers were elirectly taxeel wilh the eijeje-e-t eef fea-ming 
an insurance and annuity funel for tlu'ir be'iu'lit. Anmngst 
many eebjectiems that may be; urge'el te; sue-h a |)laii eif ce)m- 
pulseiry thrift, it may be mentiemeel that it weeulel be' 
impeessible feer (he; Geevernment te) eebtain me)ne;y for an 
insurance fund e'itheer freem theese who are; einemjeheyed, eer 
freem the)se who eeidy e;arn wages just sufiicient te; ])rovide' 
themselve's with the; ne;cos.saries ejf life. The; certiain result 
eef the Gove;r?ime;nt making such an atte'myet weeulel be; te) 
arennse a bitter feeling eef resentment. Many feerms e)f 
providence, such a.'i insurance and making provisieen for 
old age; and .sickness, which iire; neew rjneielly sfereaeliug, 
woulcl becenne uupeeyeular; anel we believe it woulel be' 
found that not emly weeidel a Gove;rument. hejpelessly fail 
to introduce a .system of ce)nij>'ilsory thrift, but that the 
reaction that woulel result from the attemjet would lead te; 
there being far less thrift amongst the labouring classes 
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than if it had never been sought to force it upon the 
poopl(!\ 

Although a Goverruncnt may by unwise interference 
materially retard social and economic moveinents which 
are calculated greatly to improve the condition of the 
people, yet we think that a Govorumeut may exert a very 
benelicial influence in making available various agencies 
that will render the pi-actice of providence more easy. 
Uninixed good has, hr instance, resultcnl from the intro¬ 
duction of savings bai;ks, which are now so rapidly spread¬ 
ing in our own and other countries; and it may be confi¬ 
dently antici])ated that the people are mori! likely to make a 
i prmlent provision for the future, if they fetil that they can 
enjoy the security of the Slate, and that years of thrift 
will not be lost to them by intrusting their savings to 
insolvent societies. It is, however, of the first importance 
that any scheme which is supported by the State should 
be conducted on sound commercial principles, and should 


' [Priiioo Uisniarck’s plan for the compulsory insuiancc of workmen in 
case of accidents came into operation in 1SS,'». In case of total disable¬ 
ment the men rc('.eivo a sum oiiual to two-thirda of their former average 
wages; in ca.so ol'iiai tial ilisahlemcnt they receive half their former wages 
for 13 weeks, and after that a smaller proportion. In case of dcatli, an 
■allowance ia made to the widow and ohildnm, not exceeding two third.s of 
the average wages earned by the victim of the accident. To meet this 
liability, the employers in diil'erent trades have formed accident insuriinec 
associations called ‘43crufsgeuossenseliaften”; the risk naturally varies in 
different employments ; it is found, for instance, that in the trade of iron- 
founders a payment to the 13eratsgeno.sseiischaften of O dS per cent., on 
the annual sum paid in wages, is snlliciont to cover the risk. ISmployers 
of labour in Oermany, whom I have consulted on the subject, make no 
complaint as to the sum of money which they have been called upon to 
pay; a firm which is p.aying, for instance, l.liOOO/. a year in wages is not 
seriously affected one way or another by paying 0.51. a year' to the llerufs- 
genossenschaften. All the higher class of employers would have ])ro- 
vided tor workmen injured in their service, without having been compelled 
to do so by law. The advantages of the scheme avci (1) 'that it makes the 
lower class of employers recognise the claims of their workmen in this 
respect; (2) the absolnto certainty wliich it gives to the workman; and 
(3) the check which it will give to preventable a icidents. The disadvan¬ 
tages of the scheme, from the employers’ point of view, arc the rod tape 
with which it is worked by the tterman Oovumment, and the consocpient 
amount of elaborate book-keeping involved. The extra labour necessitated 
in keeping the books, in the manner laid down by the regulations, is esti¬ 
mated, by my informant, in his own business, as equal to half a clerk’s 
time. It is obvious that this very considerably adds to the cost of the 
scheme, and that this cost is sure, ultimately, in the manner indicated 
in the text, to come upon the labourers.] 
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b(! entirely self-supporting. Thus the savings banks 
which arc administered throiigh the Post-office, far from 
throwing any charge upon the general ta.xpayers of the 
country, yield a profit which is sufficient to secure the 
State against any risk of loss. If this principle were; 
once departed from, nothing but mischief would result. If, 
for (ixainple, in order to promote thrift, the State allowoil 
a higluw rate of interest on savings bank deposits than it 
couhl afford to pay, the general community would be taxed 
for the beniifit of a special class, aiuhrival [lolitical parties, 
prompted by a desire to gain popularity, might, having 
oiua; departed from the path of sound finance, bid against 
each other by offering a still higher ratc^ of inten^st, and 
thus an increasing burden would be thrown upon the com¬ 
munity. 

In thus directing adention to the mis(!hicf which is 
likely to result from bringing inbi opt^ration various 
schemes of State Socialism, we think it ought not to be 
concluded that an institution must necessarily be con¬ 
demned because it may hav(; associated with it. some of tin; 
eharactciristics of socialism. As an example it, may lx? 
mentioned that; our Poor Law system is undoubtedly basisl 
upon socialism, because it confers upon every destitute 
person a legal right to be maintained at the jniblic ex 
})en.se. It would not, however, be safe t,o conclude that 
the poor law ought to be abolished becau.su of the socialism 
which .attaches to th(^ system. Such a (piestion ought to 
b(! (hdermined by a cartd’ul h.alancing of advantages and 
disiulvantages ; and we believe that when t,his is done t.lu' 
concbision will be th.at the abolition of the poor law, from 
the stimulus which would be given to all the evils asso¬ 
ciated with indiscrimin.ate charity, would produce* consc- 
(jucnces which would be far more serious than any mis- 
chieff which results from a poor law system when carefully 
and properly administered. Experience, however, has 
abundantly shown that a Government, in entering so far 
upon the path of socialism as to guarantee maintenance 
to all destitute applicants, incurs a responsibility so grave 
that, if it is not safeguarded with the utmost caution, it 
may bring the most serious dangers upon the community. 
Before the introduction of the new poor law in 1834, for 
instance, loaupcrism was so much encouraged by the care- 
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lessness and laxity of administration which had previously 
prevailed, that English industry seemed likely to be perma¬ 
nently crippled by the, burdens imposed upon it. If great 
watch fullness is not extjrcised in checking out-door relief, 
.similar evils may again occur; poverty and suffering natur¬ 
ally (ivok(! so much sympathy that a demand for a more 
liberal admiinstration of ]ioor riilief may easily be created. 

Proposals are alsf) fnMpicntly brought forwai’d to widen 
the ap])lication of the ))rinciple involved in poor law relief. 
Thus thc^re are many' who urge that as .some of the ])oor 
find it difficult to pay for the education of their children, 
free education should be given at the public expense to all 
who choose to avail themselves of it. Amongst the pleas 
that are urged in favour of this proposal, it is said that as 
the money which free education would rcipiire would b(i 
(•■ontributcid by the taxpayers and ratepayers of the coun¬ 
try, parenis would still pay for the education of their 
children, although in an imlirect way. Precisely tin; sann; 
argument woidd justify such an extension of the pixiscnt 
[)oor law system as would cause maintenance at the public 
expense Tiot to be confined, as it now is, to the de.stitid.e; 
the right of enjoying it might also be cotvferred iijsin all 
who chose to avail themselves of it. It is also sometimes 
argued that a systcun of compulsory education has been 
introducixl because it is in the interest of llie Statii that 
the connnunityr shouhl be properly e.ducated, and that 
th(T(d()re, as th(^ arrangeitient is carried out in the interests 
of the State, it is oidy fair that the State should bear the 
expense. But if this principle is accepted the responsibili¬ 
ties of the State might bo indefinitely increased. It is 
(o the national advantage that the people should be well 
fed, well clothed and well housed ; therefore it might b(! 
proposed that the feeding, clothing and housing of the 
people should be undertaken by the State. It is, more¬ 
over, to be rejTiarked that the chief justification for the 
interfcsrence between parent and childjdnvolved in compul¬ 
sory education, is to be sought in the fiict that parents who 
incur the responsibility of bringing children into the world 
ought to provide them with education, and that if this 
duty is neglected the State interposes as the protector of 
the child. It, no doubt, may be said that a very large part 
“ moitnilar education is now defrayed by 
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grants obtained either from imperial or local taxation, and ”• 

that as, consequently, so groat an advance has boon maolc 
towards free education, no harm could rosull. from its com¬ 
plete introduction. In our opinion, liovvovcr, groai; caro 
ought to be taken to preserve some recognition of tln^ 
individual responsibility which every parent owes to his 
children in refercince to education, ami instead oj enlirc-ly 
sweeping away this responsibility, the jMS)ph' should be 
rather encouraged to regard the prc'sent system only as a 
temporary arrangement., and that ns they advance, llu^ 
portion of the charge for the education of tlnur children 
which can now bo shifted upon others should, inspnd of 
being increased, be gradually diminisluid. 

In bringing these rcunarks to a conclusion, we cannot 
heljt thinking that for some years to come many of the 
schemes whi(th have been Inu'e (toiisidered may in vanons 
forms (uigagc^ a large share of publit; atl.t'iition. In (Ui- 
deavoiiring to ex]ilain sonn' of the l•onse()m'ne<■s whicth 
their adojd,ion would iiuolve, we should gi-eatly regret t.o 
do any injustice to the motives of those by whom t hey .are 
advocated. Mi.s(;hi<'.vons as we, bidievt^ many of tlu'se 
.s(!he,m(^s would prove to be, the great inajoril.y of those by 
whom they are advocated ai’c undoubtedly pronqited by 
no other diisin^ than to promote social, moral .and material | 
advanc(um!nt. The conclusion, above all otluu's which we 
desire to laiforce, is t hat aiiy sclu'me, however well inf.(ai- 
tioned it may be, will imh^finitely increa.se every evil it 
seeks to alleviat(\ if it lessens individual responsibilit.y by 
encouraging t.he pisqih^ to rely less upon themselves and 
more upon the State. 
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I T ha.s boon already remarked, tbat when laud is culti¬ 
vated by a peasant proprietor, the entire produce 
belongs to him, because he provides the land, labour and 
capital; but this ownership of land, labour and capital, 
by the same individual, is also characteristic of slave 
cultivation, for if a farmer owns slaves, they are as much 
a part of his ca])ital as the horses which plough his ground. 
When land is cultivatcKl (mtirely by slaves, no portion of the 
produce is allotted to the labourers in the form of wages; 
slaves are not permitted to possess property, and they arc 
therefore never paid wages; they of course have to be fed, 
and so have the horses which till the ground. Slaves 
therefore should not be regarded as labourers receiving 
wages, since they are as much a portion of the cultivator’s 
capital as any kind of stock or implements which he m.ay 
possess. Conscipiently, in slave cidtivation, the produce 
of the land has not to bo distributed between rent, profits, 
and wages; but simply between rent and profits. 

A discussion on the moral effects of slavery does not 
properly belong to Political Economy; for this science only 
undertakes to investigate the phenomena i^hich concern 
wealth. No unimportant service, however, will be rendered 

' Tlio American civil war was at its height when this chapter was 
written. Many of the remarks contained in it are consequently not per¬ 
tinent to the present time. It is, however, perhaps advisable not to omit 
the chapter. It is still useful to be reminded of the true issue of that 
gieat struggle. This chajaer, moreover, is chiefly based upon the specu¬ 
lations of the late Professor Oairnos, which afford a striking example of 
the skill with which the principles of economic science can bo applied, to 
render intelligible the real character of a grpat political question. 
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to every, philanthropist, and to every lover of freedom, if 
the priiieiph's of Politieal Economy demonstrahj that slave 
labour is inefticieiit and uneconomical, and that it ulti¬ 
mately diminishes the productiveness of the S(hl. If thes(! 
facts can be established, slavery must ullimatiily work its 
own destruction, provided that the area over which it is 
p(!rmitt(!d to exkmd can be restricted. 

The economic aspects of slavtay were m-ver discussed 
in so clear and masterly a manner as in a work by I’ro- 
fessor Oairnes, on ‘'I'he Slave l’owm\’ 'I’he writer lias 
most aptly said, th.at the labour of (he slave has th<‘ three 
lollowing defects:—'it is given reluctantly; it is unskil¬ 
ful; it is wanting in versatility.’ We will, therefore, in 
the Krst place, e.xplain the causes which produce, and the 
consoipu'nccs which I’csnlt from, each of the.se defects. 
No one can doubt that slave labour must be given re- 
luetantly. The only object, which the slave can have, is 
to do no more work than is sutlicient to prevent, corjioral 
or some other kind of punishment, being intbeted u[ion 
him; the slave has no more interest in the prosperity ol 
the industry in which hi', is employed than the mere 
beast of burden, for, whether t.he crojis are good or bad, 
ho must be fed. An able-bodied slave could be sold in 
America for 2.50i., and therefore the .self-intere,st of tin' 
slave-ownoi’s always provided a guarantee that the phy¬ 
sical comforts of a slave were not so much'neglected as to 
endanger his health. No farmer, if he were in his pro])er 
senses, would ever permit a valuable horse to suffer, cither 
from ill-treatment or fiom want of food, for if he could 
not afford to keej) the horse properly, it, would of course 
be bett(.ir fjr him at once to sell it,. A slave, therefore, 
hius no motive to exert himself, for whether he is indus¬ 
trious or not, iie is .sure to obtain the food and clothing 
which his master thinks he reipiires. (’on.seipiently, his 
labour is extorted from him, and he reipiires to be most 
vigilantly watched. ‘Slaves can, therefore, only be ad¬ 
vantageously employed when the work ujiou which they 
arc engaged is such that they can be collected together 
in gangs, for it is impos.sible to watch a great number of 
wo^ineii when they are scattered about, d'his considera¬ 
tion suggests the reason why the only commodities which 
have been produced on any large scale by slave labour 


HOOK II. 
i'll. XU. 


Ih’lt'i'ix 
n f kIiii'i' 
hthnnr. 


It ix ijii'toi 
rdm-lout- 


III- 


The 

eou- 

bv trorheii 
in 



dock II. 
cii. xn. 


This dcii'r- 
mi lies the 
products 
upon which 
siuvc la- 
hour is cm- 
ploi/cd, 
audits pco- 
ffraphical 
distribu¬ 
tion. 


aro cotton, tobacco, sugar, and rice; for the cultivation 
which ujich of these commodities requires, is charac* 
terised by thi; circumstance that a great amount of labour 
is employed on a very small area, and the labour can 
therefore be concentrated. Mr Olmsted, whose most 
valuable work on ‘ Slavery ’ contains an exhaustive reconl 
of facts, has calcidated that one labourer will cultivate 
ten acres of wheat, whereas one acre sown with cotton 
reejuiros the labour of at least ten men. A similar re¬ 
mark holds true Avith regard to the other products, namely, 
tobacco, sugar, and rice, which ai'e cultivated by slave 
labour. This necessity of working slaves in gangs, in 
order that tht'y may be vigilantly watched, was strikingly 
exemplifu!(I by the geographic.al distribution of slavery in 
America; for there was nothing in the original constitu¬ 
tion of the. States which composed the Federal TJnion that 
satisfactorily accounted for the fact, that the North was 
cultivati^d by free labour, whereas the South was culti¬ 
vated almost entirely by slave labour. It was sometimes 
hastily concluded, that Europeans could not work in the 
South, but this was an entire mistake; many of the 
Southern States, such as Virginia, have a climate quite 
as well adapted to Europeans as many of the free States 
of the We.st, such as Wisconsin. The boundaries of 
slavery were not determined by climate, but by the 
nature of the 'products Avhich the soil was best fitted to 
grow. If corn were grown by slave labour, this labour 
would be inefficient, because it could not be sufficiently 
concentrated to be adeejuately watched; hence slave la¬ 
bour becomes more expensive than free labour, and there¬ 
fore cannot compete against it, when such a commodity 
as corn is grown. This conchrsion was corroborated in 
a very remarkable manner, for some parts cf the Southern 
States, such as the slopes of the Allcghanies, are well 
adapted to grow corn, and the other commodities Avhich 
formed the staple products of the 'North. It is a most 
instructive fact, that the.se particular localities, although 
in slave States, and surrounded with slavery, were inva¬ 
riably cultivated by free labour. It was therefore proved 
that slave labour, because it was reluctantly given, must 
be most carefully watched; and unless this can bo done, 
the labour of the slave becomes so inefficient that it is 
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far more expoiisivc than hired labour, even in those coun¬ 
tries, such as America, where high wages pnwail. 

UuskilfuhicsH is the second defect which belongs to slave 
labour, and in fact this defect is an inevitable couse(iuence 
of the first defect, because, when labour is reluctantly 
given, it is sure to be deficient in skill. If the slave has 
no motive to put forth his physical eiuu-gies, he ceriainly 
has no greater inducement to aj)})ly his nuiiital fiicultitis 
in order to ac(juiro skill and dexterity; his position woidd 
ill no way be improved, even if he were to show that he 
was a more valuable workman than his fellows. He must 
be fed, and so must they; and the fact that his price would 
bo advanced in the slave market by an increase of skill, 
is a matter of no conseiiuence whatever to himself The 
more a slave shows that he is ca])able of doing, the greater 
is the amount of work which will be cxtort.ed from him, 
and for this extra exertion he receives no additional re¬ 
ward whatever. It is, therefore, for the interest of the 
slave to disguise as far as po.ssiblc from his master the 
amount and the kind of work which ho can really perform; 
a heavy discouragement is consequently thrown in the 
way of the least mental effort, and slave labour must 
always be most unskilful. Those conclu.sious can be cor¬ 
roborated by specific facts, for it has never even been 
proposed to employ slave labour cither in manufacturing, 
or any other industry which requires skill on the part of 
the labourer. Wo will once more refer to Mr Olmsted, 
for from personal observation he gives direi’t testimony 
with regard to the unskilfulness of slave labour; thus, he 
says that the negro slave is entirely unfit to be trusted 
with machinery; if he has placed in his hands any but 
the rudest tools, he is sure to break them. Mr Olmsted 
affirms that the slave owners of Virginia found it more 
economical to use implements so heavy and clum.sy that 
it increased the cost of performing work at least ten per 
cent., simply bccau.si5 they were not so liable to be injured 
or broken. He also mentions the very curious fact, that 
mules wore almost invariably employed in the Southern 
States, instead of horses, because the slaves were sure to 
neglect or ill-use any animals of which they hml charge; 
the mule being a hardier animal than the horse, was con¬ 
sequently not so liable to be injured by the want of 
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proper treatment. These facts, and others whicli might 
be miimiei-ated, cli^arly prove that no skilled indu.stry can 
ever be snecesshdly carrie<l on by slave labonr. 

The third defect of slave labour, namely, want of versa¬ 
tility, is due to the same causes as those which produce 
the other two defects which we have already discussiid; 
for labour which is given reluctantly, and is unskilful, 
(cannot possibly display any versatility. A labourer must 
po.s.sess considerable intelligence il' he is able ofiicieutly 
to perfoi’iu several different kinds of work. tSuch intelli¬ 
gence, however, is sure never to be dis])layed by the slave; 
for if he only shows that he is able to do some additional 
kind of work, extra labour will jn-obably be forced mwn 
him, and therefore he rather loses than gains by ac(juiriug 
versatility, lienee it is natural that slaves should show a 
great disinclinaticjii to be taught any new kind t)f woik ; 
upon this point Profii.ssor Cairiies has said, ‘The difficulty 
tjf teaching (lie slave anything is .so great, that the only 
chance of turning his labour to profit is, when he has 
once learned a lesson, to keep him to that lesson for life. 
Where slavcis, therefore, are employed there can be no 
variety of production. If tobacco be cultivated, tobacco 
becomes the sole staple, and tobacco is produced whatever 
bo the state of the market, and whatever the condition of 
the soil.’ 

Before proceeding to describe .some important consc- 
(piences which rcisult from the defects in slave labour just 
enumerated, it will be advisable to anticipate a remark 
which may very probably be made. Some of our readers 
may say. Although it is true that the negro slave labour 
possesses all the defects which are here ascribed to it, yet 
these defects are inherent in the negro race, and do not 
necessarily form a part of the institution of slavery. The 
history of ancient countries no doubt gives some support 
to this opinion. When Greece was in her greatest glory, 
a considerable portion of her skilled industry was per¬ 
formed by slaves; they constructed buildings and other 
works which never have been surpassed in artistic beauty. 
But the social position of the Athenian slave in no respect 
resembled the position occupied by the slaves in the 
United States. Even many Americans who did not live 
in the slave ..States despised the negro as a being degraded 
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by inferiority of race, and considered that his colour ina<lo 
him a permanent outcast. But the Greek slave was 
generally a captive obtained in war; perhaps he was 
r(!spected for the courage ho had shown on the battle¬ 
field; he very possibly belonged to a race whom the 
Greeks scarcely regarded as their inferiors. The Greek 
slave had certain rights of property secured to him, .and 
he always had a definite hope that h(} should be able, 
by his own exertions, honourably to emancipate himself, 
ftis industrial energy thendorc, instead of being com¬ 
pletely destroyed, was powerfully stimulated, and unlike 
the negro slave, whose interest it was to be unskilful, he 
had every motive to exert himself to the utmost. There 
is, therefore, no p.arallel whatever between tin; condition 
of the Greek and that of tin; negro slave. Our previous 
conclusions arc couscc)uently not in th<.' least degree 
shaken; for if slaves arc as eompielely dejaived of every 
human right as they wcae in America, we may be quite 
sure that their labour must exhibit all the def(;ets which 
have been attributed to it, whatever may be the race to 
which the slave may happen to belong. From these 
defects in slave labotir some very important cons(;(pn;n(;cs 
rc-sult. 

It has already been stated, that th<; slave is wanting in 
so many of those (pialitics which make labour efficient, 
that there are very few branches of induslj-y which can be 
successfully carried on by slave labour. For instance;, 
corn, and the various other products of Kuropeau agricul¬ 
ture, are never grown by slave labour. Slaves arc never 
employed in manufactuiiiig industry, because they caunot 
bo entrusted with machinery; iti fact, slave l.abour may be 
said only to prcxluce four commodities, viz. cotton, sugar, 
tobacco, and rice, ff any other kind (;f industry is at¬ 
tempted, slave labour is sure to be .supplanted by fret' 
labour, because the superior efficiency of the latter makes 
it more economical.. But although the four products just 
enumerated can bo profitably cultivated by slave labour, 
profit even in this case cannot be obtained unless certain 
conditions are fulfilled. It is, in the fii-st place, evident 
that the un.skilfulness and general inefficiency of slave 
labour causes it to bo extremely wasteful and carok;s8. 
The cultivation of the land with such labour must inevit- 


BOOK II. 
CIt. Till. 


Silo I’d la 
luairiso: 
aiifilical 
to a /('w 
COmilKKl 
tii'n. 



310 

BOOK n. 
on. XII. 


It there- 
fwe temh 
to e.rim list 
the soil. 


FA’itlenee 

ofMrChiy, 


Explana¬ 
tion of the 
policy of 
the Smith. 


Mammi of JFoitUcai aconomt/. 

ably be .slovenly, and consequently the land is gradually 
impoverished. Moreover, there is another circumstance 
which tends to impoverish the land when it is cultivated 
by slaves; for able-bodied slaves were, previous to the 
civil war, worth no less than 250^. in the American 
markets. Hence a planter rcijuircd a capital of 25,()00i!. 
in oi-der to purchase 100 slaves. The greater part of the 
planter’s capital was probably absorbed in obtaining slaves, 
and he therefore had little to spare for carrying out im- 
jirovcments in his land. Hence slave cultivation grmlually 
e.xhausted the soil, and it, therefore, became all-important 
to the slave owners that they should be able to obtain 
fresh soils of virgin fertility. The highfist authorities, 
many of them slave owners themselves, agreed with per- 
f(!ct unanimity as to the exhaustive nature of slave culti¬ 
vation. We will quote the very remarkable testimony of 
the Hon. C. Clay, who was moreover a native of the 
South, ami an advocate of slavery. He said, ‘ I can show 
you with sorrow, in the older portions of Alabama, and 
in my native country of Madison, the sad memorials of 
the artless and ewhavstinf culture of cotton,' He then 
■stated that the majority of the planters had not sufficient 
means to improve their land, either by rest or by the 
application of manures, and that they consequently moved 
farther West, or South, in search of virgin soils, which 
were impoverish,ed in their turn; and he then proceeded 
emphatically to affirm, that ‘ a country in its infancy, where 
fifty years ago scarce a forest-tree had been felled by 
the axe of the pioneer, is already exhibiting the painful 
signs of senility and decay apparent in Virginia and the 
Carolinas; the freshness of its agricultural glory is gone, 
the vigour of its growth is extinct, and the spirit of 
desolation seems brooding over it.’ These most sugges¬ 
tive remarks of Mr Clay might be easily corroborated 
by a great mass of similar evidence. It may, therefore, 
be regarded as conclusively proved, that slave cultivation 
cannot continue to be profitable unless the slave-holders 
have at their command an abundant supply of fertile 
virgin soils. This suggests an explanation of the policy 
which was for many years pursued by the Southern States 
of America; for tney ceaselessly directed their efforts to 
bring new and unoccupied territories under the dominion 
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of slave institutions. Texas was unjustly seized from n. 
Mexico, and yet its soil was not immediately wanted, for , cn. xit, 
after its annexation comparatively few slaves were located 
there. The South, however, fully n'cognised the future 
importancti of acquiring this vast area of fertile and un¬ 
occupied land. Similar motives induced the South to 
•strain every effort to obtain possession of Kansa.H. At 
the commencement of thi? civil war in America, it was 
uncertain whether the issue involves! was the immediate 
abolition of slav(;ry. It was, however, foreseen by those 
most fitted to form an opinion, that (be result of tin war 
would d(;t(U‘mine the grea.t (|iiestiou—Shall the limits 
of slavery be indefinitely ('xtended As the struggh- pro¬ 
ceeded it was also foreseen that not onl}^ the e.xtcnsion 
of slavery, but also its existence as an institution, wen^ 
at stake. This prediction was justified by (.he events, 
for, happily for Anuirica and for mankind, the Nort.h 
triumphed, and slavery was for ever banished .from the 
United States. It now only lingers as a rccognis(‘d in¬ 
stitution in Brazil' and Cuba. 

‘ [As this clmptei is going to press (.Tune, ISSS), it is annonneod tiiat 1 
the woi-k of the abolition of slavery in Ihazil has been l)ronght to ii ' 
snccessful issue under the auspices of the Princess He,gent.] 
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T he subject of excliange is so iiitiuiat el)' connected witli 
every question of ])oliticii] (.^iononiy, that many writers 
on this science consider that the ju'oduetion and distribu¬ 
tion oi’ wealth cannot be understood without previously 
ascAirtaining the laws of exchange, 'I’liei’e is reaison for 
this opinion, because^ it is quite true that many com¬ 
modities are only prwluced to b(^ ('xeha.nged liir other 
commodities, and tlu^ distribution of w(‘alih, of course, im¬ 
plies the exchange of wealth. We believe, however, that^ 
clearness of conception is obtained by th(' aiTangemcnt 
adopted in this work, for the laws of the ))roduc(ion and 
distribution of wealth have been discus,sed, without an¬ 
ticipating any of the law's of exchange, wlijch will now be 
exjdained. 

I’he words value and piice have already bocm occasion¬ 
ally employed without receiving any pr^^cise deHnition. 
Before investigating the laws of exchange, it is most im¬ 
portant to deline these words accurately; for many of 
the most wide-spread errors with regard t,o econondc 
science arise from confusing the words value and price. 
The dift'erenej in their meaning will be best marked by 
an illustration. If a sack of wheat exchanges for a ton of 
coal, or if, in other ^vords, a, person who posseases a sjick 
id' wheat can obtain a ton of coal in exchange for it, then 
a ton of coal is the valui.' of a .sfick of wheat; or, em¬ 
ploying more popidar ])hraseology, a sack of wheat, is 
worth a ton of coal. It thiwefore appears that value 
'implies the comparison of one commodity with another; 
for a sack of wheat bis some particular value with 
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regard to every commodity for which it can bo ex- 
chaiig(!d. If a sack of wheat (ionld be exchanged for'six 
pounds of tea, then six jjouikIs of U'a would be the value 
of a s!ick of wheat, when estimates! in this particular 
maimer. Value, thciroforo, is a relative expression; for 
instance, if the value of wheat compared with 'any par¬ 
ticular article falls to a certain amemnt, tliero must be a 
corresponding rise in the value of this commodity, cojn- 
jiared vuth whciat; for if wheat declines in value, so that 
it will only excihange for half as much tea, then tea must 
manifestly rise in va'ui', since it will now exchange for 
twice as much wheat.. When, therefore, the general value 
of a commodity declines, loss of every commodity can be 
obtained for it in exchange; but if this be so, the value of 
all these commodities must rise when compared with the 
part.icular commodity in the value of which it has been 
supposed a decline has taken place. These considera¬ 
tions demonstrate the erroneous nature of a statement 
not unfrequently made, that there is a general rise or fall 
in the value of all commodities. This is as impos.siblo as 
it would bo for each one of six rowers to row faster or 
slower than the other five. A cannot row faster than his 
five companions, except by each of these rowing slower 
than A. In a similar manner, value is a relative lixpression, 
and essentially implies comparison. It is cpiite impossible 
that there should bo a general rise of values, for if there is 
a rise in the value of one commodity, there must be a fall 
in the value of all the commodities with which this one is 
compared. All that is here stated may appear so simple, 
that it will perhaps be supposed that time is being wasted 
in explaining self-evident truths. These tniths, however, 
arc.' by no means self-evident when involved in the on- 
tiinglemcut of more complicated propositions. A shade of 
error has been cast over the writings of some eminent 
political economists because they have neglected to keep 
steadily in view the correct meaning of the word value. 

Price is a particular case of value. If the value of a 
commodity is estimated by comparing it with those pre¬ 
cious metals which civilised countries employ as money, 
then it is said that the price, and not the value of a com- 
mtKlity, is ascertained. If a sack of wheat is exchanged 
for a (piantity of gold, termed a pound sterling, it woid<l 
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ho poifo(5tly corroot to siiy that, the value i>l' a saok oi' 
wheat, estimated in gold, is one ))ound sterling; but, for 
reasons whiedr will be afterwards explaiiasl, it is tbund 
eonvenicut to single out this ease of valiu' from every 
other, and consecpuuitly it receives a ])arti<sdnr name,, for 
it is not* termed value, but price. The juice of a com¬ 
modity may, thend'oi'e, be delined as its value, when esti- 
mate<l by comparison with those precious metals which 
by general consent liav(! been adoj)t>'.<l as money. Al¬ 
though there cannot be a general rise or fall in values, 
there, can be a general rise or fall in pruu s. If ( he |)n‘- 
cious metals bi^come much more ])lentiful, their value 
com|)ared with all other commoditii's (U'clines; suice a. 
certain (juautity of gold or silver will e.xchange for a 
diminished (piantity of all oilier conimoditie.s. If the 
value of the precious metals, com)Kir<‘d with oilier commo¬ 
dities, is diminished, tlu‘ value of all otlmr commodities, 
conniared with the jirecious metals, niusl. be increased; 
but, as liefore stated, the value implieil in this latter com¬ 
parison is termed jirice, and con.senuently the juice of all 
commodities will be incn-asi'd. 

In political economy a .series of projio.sitions may be 
enunciated, which treat of the value of commodilics, and 
not of Cheir juice. This course is usually adopted, but 
it only adds to the ditficulty of the subject, wit.hout at¬ 
taining any jirac.tical object of utility; Ur none of tlu' 
transa,ctions of trade ami commerce in civili.sed countries 
are ever arranged M'ithoul. the machinery of a monetary 
standard. Money has ajitly bei-n de.scribed as the uui- 
V('r,sid medium of exchange. If it is de.sired to ascertain 
how much of one commodity anothiT will exchange for, 
the calculation is always made in money ; tlu' juices of the 
commodities, jjnd not their value.s, are {jonsidered. It, for 
instance, a jicrson who jiossessed wheat, desired to juir- 
cha.se coal, it would be imjiortant for him to estimate the 
value of wheat compared with coal; but he would not 
attempt to do this by actually bartering away his wheat 
for coal; such bartering wouhl bi; cumbrous !ind ex}>ensivi?. 
All that it would be nece.ssaiy for him to do would Ik^ t,o 
ascertain how much money his whftsat would exchange 
for. When ho thus knew the jnice of a sack ot wheat, 
and also the jwice of a ton of coal, the value of wheat 
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usLiiiiiitoil iiL coal would be immediately known, iKicauKc 
tin; (|uantity of coal for which a certain (juantity of wheat 
w(Hild exchange would be aecurately ascertained. 

As therefore, in practice, questions of value involve a 
comparison of prices, our investigations will be simplified 
if the laws regxdating the pric(( of commodities' are con- 
! sidcred, without attem|)tiiig to establish pro])ositions with 
j reganl to the values of eotnmodities. But until the fuuc- 
I tions of money ai-e tixplained, it will be necessary carefully 
I to bf-ar in mind that a certain assumption is made in 
; all the investigations which involve the consideration of 
! [nice. The assumption is this; that when the price of a 
I (iomuKxlity varies, the variation is always sui)posed to be 
! pr(xluced by something which affects the value of the 
I commodity, and not the value of the precious metals. 
' Wc will endeavour to explain our meaning still further,, 
by an illustriition. Supj)os(^ it is observed that the price, 
of wheat rises; this rise in the pric(; of wheat may be due 
to two very distinct causes. In the one case, wheat may 
becomi! scarcer, and therefore dearer; in the other cjvse, 
wheat in common with every other commodity may rise 
in price, in eonsecjuencc of new discoveries of the precious 
metals, such as those made in Australia .and California 
about 18.50. In the following chapters, therefore, which 
precede the dismission of the theory of money, the assump¬ 
tion is made that variations in price are not caused by an 
alteration in the value of the precious metals. 
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ON TIlK CAUSES WHICH KI'XJUl.ATE 'I'HE l•|MCJi OE 
COMMOIMTIES. 


rpHE commodities which compose the Avcaltli otuiuition 
JL imiy be divided into thnu' eliisses; and the maniu^r in 
which the price of any 2 iiirticnlar commodil,y is reiridate.d 
de])ends njxm the class or division to which the commo¬ 
dity belongs. The tbrei; classes may be characterised as 
follows:— 

1st. Some commodities ar<; absolutely limited in ((tian- 
tity; how'ever great tin; demand may b(' for tluan, it is 
impossible to increase their supply. Oidy a (•ertain nnm- 
ber of scnlptnres and i)aintings by ancient masters are 
extfint, and no efforts can increase thc'ir mimlx^r. Again, 
if some ])articnlar site is thought desii-ablc for a hous(^, 
the number of hons(;s which can be built tipon this 
site cannot exceisl a certain limit. Thus, t hi; shops in a 
thoroughfare such as the Strand, or Eh‘.c;t Streetr, cannot 
exceed a certain number; articles of verlu, curiosities and 
antiquities, which are ^jrizcid b(;causc some ])art.icular as¬ 
sociations are attaclied to them, arc in a (H'.rtain degree 
fixed in (piantity. There may thus bti perhaps half a 
doz(m very ri\('e coins in th(! cabinets of c(jllectors, and no 
one can feel certain that another of tliese coins will ever 
be discovered. 

2nd. Some commodities can be increased in (|nantity, 
without any practical limit, but if their supply is in¬ 
creased their production will retpiire a grciati.T jwoportional 
expenditure of labour and ca})ital, and therefore these 
commodities have a constant tendency to become more 
expensive, as the demand for them atigments. We have 
already remarked tliat this ehanvcti r jreculiarly belongs to 
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agrif.nlUiral prothicc. If thoro is an iiicroiiso. ,.in the 
tnaiid f<jr agricultural produce, it becomes necessary 
ivst)rt to less productive land, which cannot be cultivs 
without a greater expenditure of labour and capital 
proi)ortion to the produc(', which is raised from it. 
of the most important speculations of economic scic; 
for instance Ricardo’s tln^ory of rent, dc'pend u[K)n 
tendeticy which agricultural })roduc(! has to become n, 
expensive, as the di-mand for it increases. 

3rd. Some commodities can bi) incnyised to a pra. 
cally unlimited extent without incj-easing their cost. J 
nufactured goods may bo phic.etl in this class; for altho; 
tin; (!ost of the raw matt;rial will, like the cost of agrh 
tural produce, increase as tlu! demand for it is augmeir 
yet the increase of cost which is thus producetl may 
almost neglected, be.cixuse it bears such a small pro})ort 
to the whole cost of the manufactured article. Ot 
artieh^s, such as household furniture and wearing appa 
may be phwied in this third class. There is no reason v 
shoes, for instance, shovdd become scarcisr because ther 
a greater demand for them; there cfndd be no diffici 
in supplying aiiy number of shoes for which tlnu’c may 
a demand. 

Very different laws regulate the price, and therefore 
value of a commodity, according to the particular clasi; 
which it belongs. We will commence by considering 
commodities included in the first class. 

The works of a deceased artist have already been sta 
to be included in this class. Let us incpiire what dtd 
mines the price of one of Turner’s ])icturcs. The pric 
usually supposed to be regulated by demand and sup; 
but the words ‘demand and supply’ ajjpear to be a nev 
failing recipe f()r solving every economic difficidty; po 
lar writers and popular speakers seem to think that 
explanation based upon demand and supply must be i 
only very satisfactory, but also extremely scientilic. 'i 
expression ‘demand and supply’ too often conveys as lit 
meaning to those who use it as to thosti to wbom it 
addressed. ' If the (jucstion wore asked—What regula 
the price of Turntir’s pictures ?—the reply would not i 
probably be made that the price is regulated by the ra 
which exists between the sup]>ly of these pictures and 
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demand for them. It surely must be erroneous to speak of 
'^a ratio between demand and supply: there cannot be such 
a ratio, for supply in this case means a certain number of 
pictures, and demand in this case signifies a desire to pos¬ 
sess a picture. It is, therefiwe, absurd to attempt to esta¬ 
blish a nxtio between a picture and a desire to possess it. 
A ratio can only exist when the two things compared arc 
of the same kind. Demand is an indefinite expression; 
every educated i)er.son woidd lik(! to pos,se,ss a jncture by 
T\irner, and, therefore, in this sense the demand is almost 
universal; but the universiility of such a tlemaml cannot 
produce much effect in determining the price of a picture; 
every beggar would like to have a diamond, but a jeweller 
’does not for this rea.son obtain a higher price for diamonds. 
This obvious ambiguity with reganl to the meaning of the 
word ‘demand’ has suggested to political economists the use 
of the term ‘effectual dtonand.’ It is intended to denote 
by this expression, the demand which is exerted by those 
who are not merely desirous to possess some particular 
commodity, but who also have the recpiisil.e nu!ans to pur¬ 
chase it. This demand is the only omj which can b(( ef¬ 
fectual in producing any influence on pricers. Although 
the employment of the words ‘ effectual demand' recog¬ 
nises a real difficulty, yet the difficulty itself continues to 
remain unsolved, for it cannot bo said that the ])rice of an 
article is regulated by the effectual demand, for it, since a 
moment’s cousideratimi will clearly show that the effectual 
demand for an article varies with, and depends upon, its 
price. If Turner’s pictures coidd be purchased at ten 
guineas each, there wmdd be a much gniater demand for 
them than if the same pictures realised a hundred guineas 
■'each. The effectual demand, therefore, varies with the 
price; an adjustment takes place, the price \dtimately 
being such that the efiectual demand which results from 
it will be satisfied by the supply of the article in question. 
If one of Turner’s pictures were to be sold, and three indi¬ 
viduals, namely A, B, and C, were each willing to give 1000 
guineas for it, the effectual demand for this picture, when 
its price is 1,000 guineas, would be manifestly greater 
.than the supply; for at this price three persons have a de- 
knand for one article. If A and B arc each willing to give 
fl,600 guineas for this picture, but C will not give so 
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much, the effectual demand for ^this picture, when its 
price is 1,500 guineas, still exceeds the supply. Again, 
suppose that A is willing to give 2,000 guineas for the 
picture, but that B will not give more than 1,900; the 
price at which the effectual demand will equal the supply 
may then be any amount between 1,900 and 2,000 guineas. 
The price, however, which this picture will actually 
realise depends upon what has been aptly termed by 
Adam Smith the higgling of the market. Since B is wil¬ 
ling to give 1,900 guineas for the picture, but no more; 
and since A will not jmrehase it at a higher price than 
2,000 guineas, the picture must consequently sell at some 
price between 1,900 and 2,000 guineas. If A had certain, 
knowledge that B would not give for the picture more 
than 1,900 guineas, A would probably offer to purchase it 
at a price slightly exceeding this, and at this price he 
would no doubt obtain the jiicture. If, however, the 
owner of the picture knew that A would give 2,000 
guineas for it, rather than not possess it, he might pre¬ 
tend to hesitate about selling the picture to A, and might 
ultimately succeed in inducing A to offer 2,000 guineas. 
Demand and supply, therefore, determine, within very nar¬ 
row limits, the price of all those commodities which may 
be clas.scd und(;r our first division. The price which is 
actually realised oscillates between these narrow limits, 
according as the vendor or purchaser has the moat skill 
and knowledge of trading operations. Hence it appears 
that the j)rices of all those articles which are classed under 
our first division are regulated, not by a ratio between the 
demand and the sujiply, but by an equalisation of the de¬ 
mand to the supply. The notion of a ratio ought there¬ 
fore to be discarded, since it is not a ratio, but aiT 
equation. 

A further quostiou may now arise. Why should A be 
wdlling to give 2,000 guineas for a pictxire, which B will 
not purchase at a greater price than-'1,900 guineas, and for 
which 0 will not bid more than 1,000 guineas? A, it is 
said, considers the picture worth 2,000 guineas; but this 
is not a sufficient explanation. Why does ho place this 
particular value uixm the picture, whereas B and C place 
a less value tipou it ? A further analysis is consequently 
reejuired. Value is composed of two elements, and these 
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two elements respectively arise, first from the use which 
the individual may have for the article, and secondly, from 
the difficulty he may have in obtaining it. 'J'hese two 
elements, which are the components of value, may be sym¬ 
bolised by the letters U and D. U is .sup])os(',d to signify 
vahie as depending upon utility, and I) signifies value 
as depending on difficulty of attainment; both of these 
elements must always be present whenever an article has 
an exchange value. No commodity can be more essen¬ 
tially useful than water, yet water never has any exchange 
value, unless there is some difficulty in obtaining it. It is 
true that in large towns water has an exchange value, and 
it is consecpicntly sold at a certaitj definite price; in this 
cfise, however, the element D is present, for in hu’go towns 
there is a difficulty in obtaining water; the spontaneous 
supply which nature juovides soon becomes exhausted, 
and water has at a considerable outlay to be brought, 
from a distance. ()?i tin? other hand, no arfiich? can ob- 
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tain exchange value unless the i^lement U is j)r(w<'nt; 
since difficulty of attainment will not make an article 
valuable, unless it, either can serve some pratiical use 
or griitify some dii.sirc. A precious stone, such as a ruby, 
is prized as an ornament; it therefore has its use, beea.u.S(' 
it serves to gratify a desire. It is generally siiid that 
rubies are very valuable, because they arc; .so very <lifficult 
to obtain; but if, in consecpiencc of a clmnge in fashion 
or tiistc',, they shoidd ever c(>itse to h(? prized as ornaments, 
tiny wotild them have, no value, at all, although it might be 
just iiH difficult to find a ruby as before, l.foth tht! eh^- 
ments U and 1) must therefore c.oexist in (wery article? 
which hiis exchange value, for an arf.ic.hs, howevcjr difficult 
to obtain, can have no vahu! unless it is capable tathe.r of 
supplying soi^ie want, or gratifying some desire; on tin* 
other hand, no artkde can possess exchange value, if it 
can be obtained* without difficulty, although the artick* 
may be of prime necessity. 

It is not possible beforehand to predicate in what pro¬ 
portion the two elements U and 1) may combine to form 
the value or price of any particular commodity. In almost 
every case the price at which an individual purchases 
a commodity represents in value only a very small por¬ 
tion of the use or advantage which the posseasion of the 
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article confers upon the individual who purchases it. A 
person buys a coat for three pounds, because at this' 
price a coat of the quality he requires is offered to him; 
1 ) 11 1 three pounds docs not represent the use which the 
p(>rson who ])urcliases the coat derives from it, for if he 
had the moimy he would no doubt give thirty guineas, 
rather thaii bo without a coat; therefore, in this case, the 
element U only exerts a small portion of its whole force 
in determining the price of a coat. The price is in this 
case almost, entirely regulated by D, or, in other word.s, by 
the. difficulty of obtaiiiing the coat. As, however, Ixjfore 
roTuarked, U, although only partially operative, can never 
bo entirely absent. 

The exam])le just quoted illustrates the manner in 
which the two elements U and D combine to produce 
th(! ])i'ice of a commodity. U is in fact almost invariably 
only partially operative; this is the general rule, for the 
case may be regarded as a very rare exception when U as 
well as D both exert their full inllucsuce upon the ])ric(! of 
an article. When such a case does occur, the purcha.ser of 
a commodity is guided, in the price which he offers for it, 
solely and (mtindy by the consideration of the us() or plea¬ 
sure he expects to di'i’ive from the article. This can only hap- 
)x;n when the supjily of a commodity is absolutely limited. 
To explain this .still further, let us revert to our original 
example, whichr supposes that three persons. A, B and C, 
are each anxious to purchase some particular picture by 
Turner; 0 will not give more than 1,500 guineas for it, 
B not more than 1,900, and A ultimately purchases it at a 
price between 1,900 and 2,000 guineas. With regard to 
C and B, 1,500 guineas and 1,900 guineas represent the 
value in use, which C and B respectively place upon tne ' 
picture. This, therefore, is the monetary^ value of the 
element U, according to the individual opinion of C and 
B. In A’s estimation, the value of the element U is 
greater, for to him the picture h?s a value of 2,000 
guineas. As before remarked, the price which the pic¬ 
ture actually realises will be some amount between 1,900 
and 2,000 guineas, because if the price sank below the 
inferior limit there would be a greater demand for the 
picture than the supply; if the price exceeded the su¬ 
perior limit the demand would entirely cease, because this 
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superior limit denotes the greatest value in use plaasd I '><><"' i«- 
upon the picture by the person who is most anxious to I ■ . 

possess it. To recapitulate, therefore, it may be stated, 
that the following principle regulates the price of all those 
commodities the supply of which is absolutely limited. 

The demand depends upon the price; the jirice must be 
such that the demand will exactly e<jual the supply. j 

The value iu u.se which an individual may happen j Vaiw in 
to set upon some })articular article is the result of, 
various motives, which it is almost impossible to ajialyse. /yVi-d!' 
Thus to one individual. A, tlie value in use of’ one of 
Turner’s pictures is 2,000 guini'as, for A would rather 
give this sum than bo without tin; picture. 'J’o B, how¬ 
ever, the value in use of the siirne picture is only 1,900 
guincius. It is (juite evhlent that various m(>tivi« may 
induce a greater value in u.sc to be- attributed to this 
picture by A than by B; A may be a wi'altliier man 
than B, and momy may constspiently not be of .so itiuch 
importance to him. A may perhaps also have a supesrior 
taste for art, which makt;s his appreciation of a jiainting 
greaba- than that of B. A may also be iiiHueiKH'd by a 
hope of future gain, since ho may expect to reali.s<.‘ con¬ 
siderable sums by granting permission to have the pic- 1 
tur(i engraved, or he may think that after a fi'w yt^ars | 
have elapsed the demand for the works of l.lu^ pailicular ! 
artist may so increase as greatly to imham-e thi- value of 
the picture. In every case, a great varieiy of niot.ives 
operate upon different individuals iu determining the value 
in use which each may place upoTi any particular article. 

Thu articles, the supply of which is absolutely, limited, riu! value 
are so few in number, that it may be thought that th(i 
above example has been too minutely investigated. It is, 
however, somewhat curi(m.s that tho.se jjrinciples of eco- Umiied is- 
nomic science* which ai'c afiparently. the most sim{»le. are 
usually treated with the greatest obscurity. With few 
exceptions, political economists have failed cksirly to ex¬ 
plain the principles which regulate the price of such a 
commodity as the one just considered. 

In the succeeding chapter the causes will be analysed 
which determine the price of thosi' commodities comprised 
in the second of the three classes previously eimmenited 
at the commencement of this chapter. 



(IHAI’TKU in. 


UN THE l•nlCE OF AUIllCUI/nUlAL ANJ) MINEUAI, 
PRODUCE. 


HOOK III. 
cn. III. 


Afliiciiltii 
rat pro¬ 
duce in 
mihject to 
comitter- 
able due- 
tualiom 
in price. 


Determi¬ 
nation of 
the ordi¬ 
nary pro¬ 
fits of 
farming. 


I T is dosimblc i.o clovoki a separate ehapter to the 
consideration of the laws which determine the price 
of agricidtural produce. In all tpiestious relating to price, 
a broad distinction must bo drawn betw'oen agricultural 
and manufactured produce. As previously stated, an 
increa.se. in the demand for the former u.sually causes an 
advance in price: whereas the supply of manufactured 
commodities can be, as a general rule, increased without 
producing any material advance in their iiricc. 

Many causes make the price of agiicultuml produce 
vary from year .to year. Our corn markets are iidluenced 
not oidy by the producl.iveness of the lust harvest, and 
by the prospects of the next, but they are also greatly 
affected by the good or bad crojis of other countries. 
Since so many circumstances cause a great fluctuation 
in price, it may perhaps appear impossible to establish 
any general laws with regard to the price of agricultural ’ 
produce. It will, however, bo shown that the variations 
in the price of such produce, though consfant and groat, 
obey certain laws with si.rict regularity. 

No farmer will rent laud unless Jie believes that the 
price which the produce realises will, on the average of 
years, suffice to pay his rent and all the expenses of culti¬ 
vation; a surplus must also remain adequate to remu¬ 
nerate him, not only for the capital he has invested in the 
business, but also for his own labour of superintendence.' 
When the farmer is fairly remunerated for his labour and 
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capital he may be cousidered to realise the ordinary protits “oo* i“- 
of trade. It is tpiite impossible that the prices in any . , 

particular trade can permanently be so low iis to prevent 
these ordinary profits being realised; becamse no tnwlers 
would be satisfied to continue investing their capital in a 
business if much smaller profits were realised from this 
business than from others. From these considerations 
the following principle may be deduced—the jtric.e, of 
agricultural produce must be such sis will enable farmers 
on the average of years to realise the ordinary profii,s 
of trade. 

The profits of the fariiKT have above het>n di'scrilHid as Theij aiv 
the surplus which remains when all tin; e.\pens<-s of culti- 
vation have been deducted from (he. pecuniary value of 
the annual produce of a farm. Thes(^ i xpenses inehule rahn' o/ 
rent, the wagtw of labounu-s, the [iure.h;is(' of new im- thf in-o- 
plements, t,he wear and tear of old implements, the loss [I'.'ifIf 
which ari.ses from (he ordinajy easu.dl ie:- (<> which liv(! Hh- n'lU 
sl.ock is liable, &e. It must be, evident th.it any cause endoOwr 
which increa.ses the liiiiner’s e.\]ien.se.s must dimini.sh his 
profits. Sup[)o,se the average annual value of t,h<' prodiici! tinn. 
raised from a liirm is ^,000/., and (.hat t he e\])enses of lad- 
tivation are 1,.')(H)^., the farmer having to [>ay 500/. in 
rent, bOO/-. the wages of his laboiiicrs, and (he rem.aining 
200f. being reipiired for various other uia.!essary exiienses, j 
.such as the purchase of implmuents, &c. Deduct ing t he j 
l,50(W. from the 2,00(W., which is the annuM averagi^ value 
of the produce of the farm, it is evident, that, tln^ 500/. 
which remain woultl be tlie farmer’s profits. i'Jow k^t. it 
be further assumed, that this 500/. is a fail' remuneration j 
to the farmer for his capital and labour of superintend- ; 
encc. (kmseipiently, when his profits are .500/., he may j 
be considered to realise the m'dinary profits of trade. In j 
this ctuse, thij*priees obtained t<»r the produce causi! e.viiry- j 
thing to be in a state of perfect adjustment. It, howevir, I Effects nj 
frequently happens, that the rent of laud in the coui-se of ^ 
a few years considefably rises. Let us inquire w'hat will 
occur if the rent of this farm is increased from 500/. to 
700/. a year, whilst the price of agricultural produce, and 
the expense of cultivating the farm, remain unchanged. 

This increase of rent would reduce the farmer’s profits 
from 600/. to 300/.; but it hius been above aasumea, that 
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whou his profits wore bOOl. ho obtained no more than 
the ordinary remuneration for his capital and labour of 
superintendence. He consequently receives less than the 
onlinary remuneration when his profits are reduced to 
300i. He therefore virtually cultivates his farm at a loss, 
because he would secure a larger income if he applied his 
capital and energy to some other business. Under these 
circumstances, farmers would be induced gradually to 
leave their farms, and the land would be thrown out of 
cultivation. But as it is necessary that the people should 
be fed, the land must be cultivated. It may therefore be 
concluded, that neither rent, nor any other items of the 
expense of cultivating land, such as cost of labour, can be 
increased, uidess the farmer receives a compensating remu¬ 
neration from a rise in the price of agricultural produce. 
Let us now, however, revert to llicardo’s theory of rent, 
in order to understand how a ri.se in rent is produced. 

This theory describes rent as a price which is paid 
for the u.se of an appropriated natural monopoly. This 
monopoly arises from thts fact, that the supply of fertile 
land which can be brought under cultivation in any par¬ 
ticular country, cannot be increased beyond certain limits. 
The difference between the rents paid for two different 
farms represents the excess of the pecuniary value of the 
one farm above that of the other, whether derived from 
greiiter fertility or from superior advantages of situation. 
The land of eacli country varies so greatly in fertility, that 
every country possesses .some baiTon tracts which are too 
poor to he cultivated, even if gr.anted rent free. England 
has soils of every degree of fertility, from the barrenness of 
her Yorkshire and Devonshire moors, to the rich luxuri¬ 
ance of the weald of Sussex and Kent. There will conse¬ 
quently always be some land which may be considered to be 
on the margin of cultivation. Such land will' pay for culti¬ 
vation if let at a merely nominal rent. Hence Ricardo’s 
theory of rent defines the rent of any particular land to be 
the pecuniary measure of the degree by which it exceeds 
in productiveness that land which is just upon the margin 
of cultivation. It is evident that in the absence of agri- 
cidtural improvements and the increase of importation 
from abroad the margin of cultivation descends as the 
population of the country increases, for it becomes neccs- 
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sary gradually to resort to less productive* laud, in order 
to supply a larger demand for focxl. But as the margin of 
cultivation descends, rents must rise, because as less pro¬ 
ductive laud is brought under tillage, the greater will be 
the difference between the produce raised from any par¬ 
ticular land and the worst land tinder cultivation, and rent 
may be regarded as the pecuniary moiisure of this differ¬ 
ence. The worst land, however, wliich is in cultivation at 
any pirticular time, will only just boar a nominal r(‘nt, and 
docs no more than return the ordinary rate of profit to the 
farmer for his labour and capital. If, as population in¬ 
creases, it is necessary t(j bring slill worse laud into culti¬ 
vation, it will be manifestly im])o.ssible to (ill this land 
except at a loss, unless a rise takes place in the.; price of 
agricultural produce, lienee this prinei])le is established— 
that tin; ])riee of agricultural lU'oduce must always be such 
as will taiable the ordinary rate of profit to b(; obt/uined 
from tin; worst land in cultivation, whhih )>a}'s a merely 
nominal rent. It can bo easily shown, from this jtroposition, 
that rent is not an element of the price of agricultural j 
produce;; or, in other words, i;orn and food would not neci's- | 
sarily be cheaper if every farmer’s rent in England wen; ■ 
remitted for a term of years. As this pro])osiiioii may at ' 
first sight ajtpear to be a somewhat startling paradox, it j 
will bo well to explain it in some detail. i 

Let it be assumed that every farmer ^a.s t.lie rent of! 
his farm remittt;d fitr the next thirty years: .dl the. land 
cultivated would then be retit free. The (juestioii arises, 
Would this change produce any effect upon the. price, of 
agricultural produce ? The ()uantity of agricultural [«•<>- 
iluco re(]uired, in any particular country, is not affected 
by the amount of rent paid for the use of land. If, there¬ 
fore, all the land of England were made rent free, there 
would be no Reason tt> suj)j)o.s(; that eith(;r mori; or le.ss 
agricultural produce would be consumed than when the 
present rents were charged for land. The stime area of 
land would therefore have to be cultivated; the margin of 
cultivation would neither ascend nor de.scend. 'fhat land, 
however, whose fertility is such as to place it just on the* 
margin of cultivation, paid merely a nominal rent befort; 

^ The epithet “productive” here includes fertility and advanlagoa of i 
uituaiion. I 
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the suj)})ose<l change was intr<xiuce<] which niiwlo land 
rent free. The price of agricultural produce W!is, previous 
to this change, such as to enable the farmer to realise the 
ordinary profit of trade upon this land; the land would 
not, of course, continue to be cultivated, if the price of 
agricultural produce was not sufficient to enable such 
profit to bo obtained. But even if .all rents were remitted, 
it would still be necessary to cultivate this particular land, 
beciiu.se there is no reason to suppose th.at the country 
will requii’o less iigricultural produce than before. Hence 
the price of agriculturid produce cfimnit decline in cou.se- 
(pience of a reinis.sion of rents, since, if such a decline in 
price occurred, much ol' the laiul which was previously 
cultivated Jit a mondy nomitnil rent would cease to return 
the ordin.iry riite of profit, and would therefore be thrown 
out of tillage; but this cannot take place, beciui.se the de- 
lUiind for iigricidtural produces is as greiit as it was beforts. 
Hisnc.is if Jill this liuid of the (sountry were rent free, it 
would not neciss.sarily follow that the price of iigricultural 
produce would be nsducisd. It may, tlusrefore, be cou- 
cludisd, tliiit tins price of iigiicultunil prodiuse is not iif- 
fi-ctcd by tins jeaynusiit of rent. The price is really deter¬ 
mined by the ilemand for iigricultural products; beciiusts, 
I iis th(i demand iuisri'.isiss, it is ncccssiiry to resort to loss 
I productive hind. As the jiopulation of a country iu- 
I crciistss, the demand for agricidtuviil produce becomes 
j gnsiiter. Htsncis the pricts of agritsultural products tends to 
rise iis the population of !i country advances. 'Phis rise 
in price may be coimttiriictcd in this two following w.ays:— 

1st. The iutroductitjii of agricultuial improvements 
ruiiy supply a country with an incrciised tiuautity of food, 
without extending thts area of cultiviition. 

2nd. The increased quantity of I'ood rctpiired by a 
country whose population is advancing niiiy be supplied 
by foreign importation. 

The effect of the importation of food, either in reducing 
prices or in preventing them rising, \4^ill be fully explained 
in the chapter on inteniational trade. The last few years 
have afforded a striking example of the influence produced 
by the importation of corn. Since the repeal of the corn 
laws a very groat increase in our population has taken 
place, but so vast have been the importations of com, that 
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thcrt! hiw bouii no rise in its price. It is however more 
• difficult and costly to import fresh meat than corn ; conse- 
cpicntly, although considerable (puintities of fresh meat and 
live stock have been imported, [these importations for 
many years seemed to produce no effect in cheseking the 
increase in the price of meat. This iucrcii.se was verj' 
marked ivnd rapid up to about the year 1883; but since 
•that time there hiis been no rise in the price of horni' 
grown meat, d’he upward tendency of th(' price of mi-af., 
in ii country like ours, of ii rajudly increasing popidiition, ; 
hiis bcicn <!heckod by gretiter facilities of importation, such 
iis have followed the discovery of the plan of bringing over 
meat, without freezing it, in chiimlxirs where tlie air is 
ctmstantly kept in motion and at a very low ttimpei-atuixd.J 
The introduction of important agricultural im|irovemeiits 
has also as,sisted in meeting the incrivi,sed demands for 
food. Dniinage has prochiced fertility, wlnu'e befor(! all 
Wiis usidess sterility. Moreover, lusw agrienltmal imple¬ 
ments, such as the steam phnigh, may yet be, destined so 
much to ticonomlse labour, that land which will not. now 
pay to be cultivated, may be made to return a remunerative 
profit, without any rise in the price, of agricultural [U’odiice. 
In l.he absence, therefore, of agricultural improvenK'nis, it 
may be said that the [(ric.ii of .agricultural produce is de- j 
termined by the extent to which the dermmd for it has ! 
to be .siitisfied from the soil of tln^ country jtsi'lf. 

If the imporlation of food do(« not ke(^p jiace wit h the 
increjused wants of an advancing population, lla.^ ])rice of 
.agricultural produce must inevitably rise. 

The price of mining [tt’oduce is regulattxl by laws very 
analogous to thesis whicli det.crmine the price of agiieul- 
tural produce. Miiuaal deposits v.ary in richness, in the 
same manner as land varies in fertility. S<ime mines are 
more expen.s^(! to work, and le.ss advantixgeously situated 
than others; just in the siiine way as land may be incon¬ 
veniently situated, becaxise remote from markets. Sup- 
])ose the price of imn declined one half; a gre.at numb(;r 
of the existing iron mines would at once cease to return 
any profit, and could not be worked except at a very con¬ 
siderable loss. But people will not continue investing 
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their capital if they cannot realise upon it an adequate 
profit, and therefore such a reduction in the price of iron 
would cjiusc all the least productive mines to be shut up; 
the supply of this metal would consequently be greatly 
diminished. If this diminished supply sufficed to siitisfy 
the demand, the reduction in price might be permanent. 
But if the demand was in excess of the supply, a rise 
in the price of iron must follow, because, without such a 
rise, no adeiiuate induemnent could be offtired to increase 
the supply by reopi'.ning those mines which a reduction in 
price had caused to be closed. It, therefore, appears that 
the supply of iron which is forthcoming at any particular 
time depends upon the price which this metal realises, 
because the price determines what mines can be worked 
at a profit. The following adjustment must therefore take 
place : the demand varies, cceteris paribus, inversely with 
the price, for the greater is the price the less will bo the 
demand. On the other hand, however, the sxipply varies 
directly with the price, because the greater the price the 
greater- will be the supply. If the price is too gixsat, the 
supply will exceed the demand; if the price is too low, the 
demand will exceed the supply. The price, therefore, must 
be such as to adjust the demand to the supply. When the 
price reaches this point, it is in a position of equilibrium. 

It is no doubt (juite true that there are constant viuia- 
tions in price, .which ])revent this position of equilibrium 
being continuously maintained, but this does not lessen 
the importance of ascertaining that such a position of 
equilibrium really exists. The discovery that the planets 
move in ellipses was justly regarded as a most important 
.scientific truth, and the importance of the discovery was 
not diminished, although it was afterwards proved that the 
planets are constantly disturbed from their elliptic orbits 
by a great number of small perturbing forces. ‘ The elliptic 
orbit of a planet may be regarded as a position of stable 
equilibrium, because, as the planet is,disturbed from this 
position, a force will be generated to restore equilibrium, 
and the intensity of this force, if the disturbing cause con¬ 
tinues, will so constantly increase, that in the end it must 
prove effectual. In a similar manner a position of stable 
equilibrium is reached when the price of iron is such as 
to equalise the supply to the demand; the price does 
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constantly oscillate about this positioii, but these oscilla¬ 
tions cannot exceed certain limits, because an agency is 
generated, as in the case of the planetary elliptic orbits, 
to restore the price to its position of ecpiilibrium. The 
pi-ice so determined has, by Adam Smith and others, been 
tormcxl the, natural price. 

As we have endeavoured in this chapter to explain the 
manner in which an increase or a diminution in the de¬ 
mand for agricidtural and mineral produce causes a rise 
or fall in price, it may be nece.s.sary to point out that an 
.alteration in the demand is not n(H!es.sarily accotnpaniecl 
by a proportionate ,alteration in price. It will not b(^ 
difficult to show that it is impossible to lay down ])roc.is(' 
rules fis to the; effect exerted on prici; in an}' particul.ar 
c.asc by a certoin alteration in the d<>mand. 1’hiis it may 
sometimes happen that a rise of 20 per emit, in the de¬ 
maud may produce .an increase of jiriee of more than 40 
per cent., whereas it may also hapjion Ilia I an incre.ase of 
20 per cent, in the dem.and in.ay create an increase of not 
more than o or 10 per cent, in price. 'file extent to 
which the price, is affected obviously depends upon the 
diftlculty of meeting the increased demand. If, when 
more corn and coal are reipiired, the adilitional com can 
be grown on land nearly as productive as that pix'vionsly 
cultivated, and if the additional coal c<an be obtained by 
working se.ams but slightly more exponsivp. to work, then 
it is evident that an incre.ase in the dem.and may create 
a much less than proportionate increase in price. As 
soon, however, as it becomes necessary to resort to much 
loss productive sources of supply in order to ssitisfy .an 
increased demand, there may then suddenly occur a rise 
of price which may be out of all proportion to the extra 
demand. The remarks which have just been made sug¬ 
gest an explaiiation of the great and sudden rise in the 
price of coal which took place in 1872. For m.any years 
there had been a st^pdy increase in the demand for coal, 
and yet the extra coal was produced without causing any 
important rise in its price. This no doubt aro.se from the 
‘fact that the additional coal reepured could be obtained 
without resorting to seams which were more expensive to 
work, and without pressing undidy upon the available 
supply of labour. At length, however, the demand reached 
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a point when it could not be met without resorting to 
much less productive sources of supply. Deeper shafts had 
to be sunk, thinner seams haci to be worked, and conse- 
(juently there was a rise in the price of coal sufficient to 
provide compensation for this greater cost in producing it. 
Another circumstance was also brought into operation to 
increase the cost of obtaining coal. When all the work¬ 
men in any particular industry are employed, there are, in 
the absence of improved mechanical appliances, only two 
ways of increasing the supply of labour. In the first place, 
those who are already employed in the particular industry 
may be induced to work a greater number of hours a day, 
by the offer of higher wages; or, secondly, labour may be 
imported from other industries. It is evident, whichever 
course is adopted, that a rise in wages mtjst ensue. It 
has, however, been shown that the great rise in the price 
of coal, just alluded to, was to be attributed in a far greater 
degree to the increased cost of getting coal, than to a ri.se 
in the wages of colliers. From the evidence which was 
given in 1873 before a select Committee of the House of 
Commons, appointed to investigate the causes which had 
produced the rise in the price of coal, it appears that less 
than one-fifth of the rise which took place was due to an 
increase in the wages of colliers. The increase in their 
wages did not account for a rise of more than 2s. dd. a ton, 
whereas the rise in price at the pit’s mouth was certainly 
not less than 13s. Gd. a ton. It, therefore, follows that more 
than four-fifths of the increase in the price of coal was 
added as extra profits on all the coal obteined from sources 
of supply th^ were previously worked. As the annual 
output of coj^Hit that time was about 120,000,000 tons, 
the amount of extra profit thus obtained by the owners or 
lessees of coal mines may be estimated at 66,000,000/. a 
year while the exceptionally high price lasted; while the 
extra amount annually paid in wages was not more than 
15,000,000/. It can scarcely be necessary to point out 
that this rise in the price of coal imposed as real a burden 
uixm the community as if the taxation of the country had 
been increased by an amount equivalent to the rise in the 
price of the coal retained for home consumption. The ^ 
amount of coal u.sed for domestic purposes in this country 
is about, 20,000,000 tons per annum. Assuming that the 
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rise in price was I3s. Qd. a ton, the burden thrown upon 
the householders of the country was equivalent to the im¬ 
position of an income-tax which would yield 13,500,000/. 
a year. To obtain this sum an addition of about cjd. to 
the income-tax %vould be rc(juired. l'h<‘re is, however, this 
difference between a burden thus imposed upon the ](eoplo 
and an income-tax which would yield l:3,.'>00,000/. a year. 
An income-tax is not levied upon very small incomes, 
whereas even the poorest person must bear his share 
of the burden which is impos(;d by a rise in the price 
of coal. It is also to be remarked that the loss which 
the community suffers from a rise in the price of coal is 
not to be estimated by simj)ly con.sidering the amount 
of coal which is used for domestic purposes. A rise in 
the price of coal must idtimately iiuacast! the cost of 
producing manufactured eommo(liti<\s, and it will be 
shown in the next chapter that the? prlc(! at which manu- 
facturcnl commodities are sold to tim consunier depends 
upon the cost of producing them. i'ln' nation may 
obtain one compensation for the; loss resulting from a rise 
in the price of coal. It cannot be doubted that (he com¬ 
parative cheapness of coal led to very wasteful methods of 
buniiiig it, both for manufacturing and domestic purposes. 
The ri.se in its price caused the adopt,ion of many con- 
trivatices for economizing its use. As gtjologists agree 
that the available stipplies of coal in this»country are by 
no means inexhausl.ible, it is evwlent that the prevtmtion 
of wfaste is of great importance, not only (,o those who an; 
now living, but to future generations’. 

Many causes have combined to prevent co^ permanently 
retaining the remarkable advance in price \vl&iA it reached 
in 1872. Towards the close of 1874 the price of coal 
began to deejine, and this decline went on so ra])idly that 
in .about two years time its price had receded almost to 
ite former level. This fall in ])rice may be regiirdcHl as 
partly due to accidijntal circumstances, but no doubt the 

* [As an illustration of the Renter economy in the use of coal which 
now prevails, in comparison with fornier years, it may he stated on the 
authority of a speech by Sir Lyon Playfair, M.P. {Thni’s, Dec. 17, 1B87), 
that formerly a steamer consumed 2200 tons of coal in carrying 800 tons 
of cargo a certain distance; and that now (1887) the figures are exactly 
reversed; the steamer consumes 800 tons of coal in carrying, for the 
same distance, 2200 tons of cargo.] 
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BOOK III. fall has? also been partly produced by causes which are 
on. III. certain to come into operation whenever there is a period of 
such exceptional prosperity in a trade, that the profits and 
wages obtained by those engage^in it greatly exceed their 
ordinary rate. With regard to those accidental circum¬ 
stances which we have described, it may be mentioned that 

■ soon after the gi’oat rise in the price of coal took place, there 
was a marked change in the general commercial condition 
of the country. The extraordinary activity of trade which 
had continued for many years was succeeded by a period 
of industrial depression, and in no brancli of industry was 

i this depression more strikingly exhibited than in the 
I falling off both in the foreign and home demand for iron. 

■ In a .single yc'ar, between 1873 ami 1874, there was a 
! <leclinc of no le.ss than 2n per cent, in the ([uantity of 
1 pig iron produced, and even this diminished quantity 

could only meet with a sale at considerably reduced prices. 
Conserpiently the iron masters not only greatly diminished 
their purchases of coal, but they could only afford to pay 
a much lower price for it. When it is remembered that the 
great development of the iron trade was one of the chief 
; caus(is which contributed to the rise in the price of coal, 

’ it naturally follows that the decline of this trade exerted 
1 a corresponding influence in' reducing its price. This fall 
’ in price was no doubt assisted by the depression in the 
general industrial condition of the country. Coal is of 
course largely n.sed in every industry in which machinery 
^ is employed, and, consetjuently, inactivity of traile is sure 
! immediately to affect the demand for coal. But oven had 
I there not been this depression of trade, there were other 
! circumstances, in operation which woidd have caused a 
i reduction in the price of coal. The exceptionally high 
j profits and wages earned in the coal trade led to a largely 
increased pro(luction. New mines were opened in all 
<lirections, new shafts were sunk, all available labour was 
pressed into this particular industry, and in fact every¬ 
thing was done to stimulate increased production. What 
happened in this case, as previously pointed out, is sure to 
occur whenever any trade becomes exceptionally prosperous. 
Tt is obvious that it would have been impossible for the 
high price of coal to be maintained unless the increased 
production, stimulated in the manner just described, had 
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been accompanied by a corresponding intn-esise in the de- nooK ni. 
mand for coal. But far from this being the ease, we have . 

SCQU that just at the very time when the m>w mines that 
had been opened began in yiehl their additional supplies, 
there was a depression of trade, and e,onse(|Uontly a con¬ 
siderable falling-off in the demand for coal. The decline 
in the price of coal was thtirofore assi.«t,ed by two }Mnv<'rful 
circumstanco.s, an increase in its supply occurring sinnvl 
tancously with a diminution in the demand. 
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I N this chapter the price of tho.s(j articles will be consi¬ 
dered which were jdaced in the last of the three 
classes previously eniimeratiKl. To such comniodities the 
name of manufiictured articles is given; because the name 
suggests the leading points of differmice between these 
commodities and those the price of which was considered 
in the last chapter. It may be thought that no such 
distinction really exists; a manufactured article, it might 
be said, is in one .sen.se cither an agricultural or a mineral 
profluct. A piece of linen cloth is woven from flax, which 
is in every sense of the word as much an agricultural 
product as the wheat from which a loaf of bread is iiiiule. 
Since, therefore, bread and linen cloth are both made 
from the produce of agriculture, it may appear that the 
laws which regidate the price of one ought to regulate 
the price of the other; and that, therefore, those laws of 
price which were enunciated in the last chapter, with 
regard to agricultural and mining produce, will etjually 
apply in determining the price of such a commodity as 
a piece of linen cloth. But there is this distinction : the 
value of agricultural and mining produce is almost entirely 
derived from the value of the r<\w material; wherciis the 
value of the raw material from which a manufactured 
article is made only forms a small portion of the entire 
value of this particular article. The reason of this must 
be manifest to all. Before a bundle of flax can be woven 
into a piece of linen cloth, it must pass through many 
different proce.ssos, carried on by many different classes of 
labourers. Not only must all these labourers be remune¬ 
rated, but the employers of these labourers have advanced 
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capital and invostcsd money in oxp(>nsiv(j niachinory, and 
■for all this outlay they must receive an ade(iuate com¬ 
pensation. 'fhere must, therefore!, he such a dilference in 
the price of the flax in its raw state, an<l ( he; price of the 
linen cloth into which it is woven, as will serve to give both 
to th(! em])loyers and their labourers all the remuneration 
just pointed <nit. I'he valui;, therefore, of the raw material 
forms oidy a very small jxirtion of tile whole value of the 
particular article into which it is manufa(;tured. It is 
this circumstance which causes the price of manufactureii 
commodities, and the price of raw produce, to be. regulate.d 
by very dift’ereut laws. 

Unless a fresh discovery is made, or unless improved 
machinery and imjiroved methods of production are in- 
trixluced, it is generally impossible (,o increase the supply 
of mining produce, without ri'sorting to less [iroductive 
sources, oi' to inciiiase I,he sujiply of agrictiltural produce 
without resorting eilher to h;s.s feriile land or to more 
ex[K‘nsive culture. Such produce therefdrc, in the absence 
of counteracting circumstances, must rise, in price as it 
becomes necessary to increase the; supply, in order to meet 
a larger demand. But (hi; .same law does not, ajiply in 
the case of a mamd'actured article. If it were known that 
the (juantity of linen doth renuired to be manufactured 
in this country would increase twenty ]K'r l•l'nt. in (he 
next two years, manufacturers of linen ^vould have to 
ino'ease their purchases of raw flax by t.wcnty per cent. 
This incrciiscd dinnand for flax would cause i(,s price to 
rise, in obedience to the [irinciples enunciated in the L-ist 
chapter. This rise in the price of flax would, of course, 
produce some elfect on the price of linen ; because the 
manufacturers of the linen must be com})ensatcd for the 
higher price which is paid for the raw flax. But since 
the value of the flax forms only a very small jiortion of 
the wlude value of the cloth into which it is woven, it 
follows that the rise in the ])rice of the cloth due to the 
rise; in the price ofilax will be, comparatively speaking, 
small. Thus we are informed that a rise of t.wont.y per 
cent, in the price of flax woidd not cause the price of 
linen cloth to rise as much as five per cent.. The causes, 
therefore, which affect the price of raw ])rodnce also in¬ 
fluence the price of manufactured commodities, but only 
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to a limited extent. If we omit the very trifling rise 
price, in a mannfactured commodity, which results fr< 
an increased demand for the raw material, there is 
reason why the price of manufactured commodities shot 
in any way be affected by an increased demand for the 
An increased demand for linen cloth to the extent of twen 
per cent, need not necessarily influence any of the elemen 
with the exception of thi' price of the raw material, of whi; 
the cost of producing this cloth is composed. JMachinc! 
need not be more expensive, the wages of labour need n 
uece.ssarily rise; it is even (juite possible to suppose thi 
the production of an article niivy be cheapened iis its suiipl 
is increased, beciiuse when commodities iire niiinufacture 
on a liirgi! scale rniiny of the processes of the manufiictur 
can often be economised. For instanci', division of labor 
makes labour chciiper and more efficient; machinery o; 
a large sciile iilmost invariably works at less coinjiarativ 
cost than imichinery on ii smaller scale. A steam-engin. 
exerting the sarrw^ Yiropelling force as two smaller enginci 
will originally cost less than the; two, will consume s 
.sniilller quantity of fuel, and will not reijuire the siimc 
amount of labour to superintend it. It is, therefore, (juite 
possible that an incresased demand for a manufactured 
article may diminish its [)rice. 'I'o illustrate this the fol¬ 
lowing example may be quoted. An Americiin, Mr 
Nathan Thomp.son, mvt!ute(l a most ingenious machine 
for sawing and cutting, in their proper form, the planks 
of which light boats are made. It has been cailctdated 
thiit so much labour and time would be saved by this 
machine that the cost of a boat would be reduced at 
least thirty per cent. People, therefore, confidently pre¬ 
dicted that the machine would be introduced, and that 
boats would inevitably decline thirty per cent, in price; 
but this is too hasty a conclusion. It must bo remem¬ 
bered, that so OTcat is the rapidity with which this 
machine works, that a very few of tjiese machines would 
soon turn out a groat many more planks than are re¬ 
quired in the construction of all the boats which are 
built in a year. The demand, therefore, for boats would 
not be sufficient to keep these machines fully at work. 
This would involve considerable loss. In the first place, a 
machine, when not at work, must be regarded as capital 
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lying idle, and secondly, the men who attend it would be boo* m 
employed iiregularly. 8uch labour is always expensive, 
because a man has to receive some remuneration for th(^ 
time when he is not at work. Thcs(! machines, therefore, 
can only exert part of their effect, in reducing the price of 
boats, as long as the demand for boats is not sufficient to 
keep them actively at work. It is not imj)robnbl(^ that 
this invention will for some time effect no sensible reduc¬ 
tion in the price of boats, because in so limited a tnule 
people may he.sitate to introduce expen.sive machine.s, and 
therefore boats may continue to bo maih; accortling to the 
old plan in spite of the; deniunstraf.e.d excelhsmic of Mr 
Thomp,son’s invention. But if a mucih greater number of 
boats were required to be made, no doubt th(!,so machines 
woidd be generally introduced, and nothing cciuld then 
prevent a reduction in the ])rice of boats propijrtionate to 
the decrease which the.se machines had (effected in the cost 
of making boats. 

It frequently happens that th(' wages of the labourers Arheb 
employed in the manufacture of a })arl,ieular commodity 
iulvancc as the demand for the commodity increases. If 
this occurs, these particular manufactured goods will ri.se be conq: 
in price, in order that the employer may be eompen.sated 
for the higher wages he is now oblige<l 1.0 pay. 8ujipi>se j,riee of 
that, at a time whim the sictivity of the cottim nianutac- the jrro- 
ture affords constant employment to all tlvj.se accustomed 
to the trade, a new market for our cotton goods is sud- 
denly opened. In order to satisfy this new demand the 
cotton manufacture must be extended; new hands will 
have to ho imported into the trade, and such untrained 
labour must for a time be, cornjiaratively .s|jeaking, in¬ 
efficient, and therefore more expensive than the labour of 
those who are accustomed to the trade. I’he jicriwl Just 
preceding the* Arnoriemn civil war aftbrdial an example of 
this. So rapidly was the cotton manufacture extended in 
consequence of the Lirge ex])orts of cotton giKxls to thi' 

East, that the sup^y of labour in the district proved 
to be i» dequate. The manufacturers, therefore, sent 
agents throughout the country in search of labourers, and 
in one agricultural village in the Eastern Counties no less 
than a hundred labourers—including men, women, and 
children—were engaged for the pur|K)se of being employed 
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in some of the Lancashire mills. To those persons high 
wages were of course offered, in order to induce them to 
leave their own locality. But such labourers could not 
bo worth so much as those who by practice had acquired 
skill in that trade. The rcgxilar Lancashire operatives, 
therefore, obtained a very important rise of wages; and 
it is impossible for such a rise of wages to occur without 
ineniasing the cost of producing cotton goods. The ques¬ 
tion, therefore, arise.s—By whom is this increased cost 
borne? Would it come entirely out of the manufixe- 
tunsrs’ pockets, or would it be borne by the jmrehasor of 
cotton goods ? The answer to this (piestion will bo found 
to involve an explanation of the jmnciples by which the 
jwice of manufactured commodities is determined. It 
will, in the first plac<?, be jnoved that the manufacturers 
will be compen.sfvtcd for the rise of wages by a rise in the 
prices received by them from the purchasers of cotton 
goods. When discussing the subject of profits, it was 
jK)inted out that the profits of each particular trade ap¬ 
proximate to a certain average. The constancy of this 
average is maintained by the competition of capital. We 
do not mean to say that the profits of th(! butcher ap¬ 
proximate to the profits of the cotton manufacturer, tor 
there are causes which must create a permanent differ¬ 
ence between the profits of thest; two trades. But al¬ 
though the average profits realised in different trades 
may greatly and permanently differ, yet there is a certain 
rate of profit belonging to each trade, which is termed the 
natural rate of profit for that trade. Such a rate of profit 
indicates a point of equilibrium about which the average 
profits of the trade may be considered to oscillate. Some¬ 
times they fall short of this point, sometimes they go 
beyond it, but the competition of capital is an agency 
which is ever at work to restore the average rate of profit 
to this position of equilibrium, whenever disturbed from 
it. It IS impossible precisely to t^^ll what will be the 
average rate of profit realised in a particular business. 
Let us suppose that, in the cotton trade, it is ten per 
cent, upon the whole CJipifeil invested. There is always 
in this country a vast amount of capital ready to be ex¬ 
changed from one investment to another, if the slightest 
additional profit can be realisfid. Such a rapid transfer 
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may be regarded as a proof that the competition of capital I nnoK nr. 
is active. Having, therefore, assumed that the average j . *'’• 

rate of profit in the cotton trade is ten ptir cent., let us 
attempt to trace what will oecur if the jrrofits realised in I 
this trade are, by some disturbing cause, reduced below 
ten per cent.; this being the natural rate of profits as de¬ 
termined by the competition of capital. 

The rise in the wages of the cotton ojKiratives which ifwann 
was caused by the incresxsed demand for cotton goods in in- 
the East, was cpiite sufficient to have reduced the profits „ 

of the cotton manufacturers from ten to seven per cent, increaiie . 
But if not more than seven per cent, were realized, the prifj^. prc 
cotton manufacturer would lx; placed in an exceptionally 
unfavourable po.sition, for it has been supposed that his tmdi- 
business, after making allowance for all the various cir- njYeHe.d. 
cumstances counect('d with it, will be less remunemtivo 
than other branches of industry, unlo.ss a profit of ten per 
cent, can be secured. Cotton manufacturers, thensfore, 
would show an anxiety to contract, ral.htT than to extend 
their operations, for they would be uiiturally desirous to 
withdraw as much capital as possible from their own com¬ 
paratively unremunerative, business, and place* it in other 
more lucrative investments. The manufacl.ure of cotton 
goods would consefjuently be* diminished just at the time 
wlieu it ought to be extended, in order to meet the in- \ 
crcasiid demand. But it is easy to show that such a con-1 
tingency could not actually occur. An incrosvsed demand ; Hence i 
for cotton goods moans an increased de.siri' to possess price, in 
them, accompaTiied with the requisite means to purchase 
them. Those individuals who want cotton goods will , 
much prefer to pay a somewhat higher price for them ; 
mther than go without them altogether. Such a higher i 
price, therefore, will be offered for cotton goods as will 
compensate the manufacturer for the increased wages 
which he is compelled to pay to his operatives. But the 
demand for a commodity is always diminished if its price 
is increased. The ftemand for cotton goods will not be so 
great as it would have been, but for the rise in the price i 
of these goocis necessary to compensate the manufacturer 
for the augmented cost of production resulting from a rise 
in the wages of labour. Hqnce it would appear that the 
price of manufactured commodities is regulated by two factm 
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principliw. The first of these principles determines the 
average price of a commodity; this price we liave before 
described as a position of e(iuilibrium from which there 
may be fre(iuent tcmjjorary variations. The second prin¬ 
ciple accounts for those variations, and indicates the laws 
by which they are regulated. The meaning of this may 
perhaps be better explained by referring to an illustration 
already noticed. The orbit of every planet is mainly de¬ 
termined by the attraction of the sun; and its orbit, so far 
as it depends on this attraction, is accurately an ellipse. 
But each planet is acted upon by an almost infinite num¬ 
ber of small disturbing forces, which cause it constantly 
to deviate from an accurate elliptic orbit. Although a 
planet, therefore, never continues even for a short period 
to move in an ellipse, yet for many purjxises it is suffi¬ 
ciently accurate to consider that the ellipse is its real 
orbit. Other phenomena, however, most important to bo 
considered, depend entirely upon those small disturbing 
forces which produce the variations in a planet’s elliptic 
orbit.' Hence astronomy requires not only that the main 
cause of a planet’s motion should be explained, but also 
that the laws of the disturbing forces which aett upon it 
should be enunciated with ccjual Ciwe and precision. We 
will now show the analogy which we have been indicating, 
by stating the two principles which regulate the price of 
a manufacturecl commodity'. 

1 st. The price of each manufactured commodity must, 
on the average, approximate to its co.st of production. 
’I’he term ‘ cost of production ’ includes not simply the cost 
of material, and the wages of labour, but also the ordinary 
profit upon the capital employed in producing the par¬ 
ticular commodity. 

2 nd. The demand for a commodity varies with its 
price, and the price at any particular time 'must be such 
as to equalise the demand to the supply. 

With regard to these two principles it may be re¬ 
marked, that the first controls prices in the following 
manner. The price of any manufactured commodity can¬ 
not pennanently to any considerable extent either exceed 
or fall short of its cost of production. If the price were 
greatly in excess, the producer would secure very much 
more than the ordinary rate of profit; and on the other 
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hand, if the price of a commodity wore much less than 
the cost of its production, the profits of tliosc who produce 
the commodity would fall materially below the ordinary 
rate. But the competition of capital prevents the profits 
of any particular trade continuing, for a length of time, 
either above or below the ordinary rate of profit. With 
regard, therefore, to the price of a commodity, its cost of 
production may bo regarded as a position of stable equili¬ 
brium, and whenever disturbed from this jwsition, the 
competition of capital is at once brought into action, to 
restore equilibrium. Just in the same way the elliptic 
orbit of a planet may be regarded as a position of stable 
e({uilibri(xm: the planet is constant ly disturbed from this 
position, but the attra(;tion of the sun is at once brought 
into operation to restore its equilibritim. 

Although the competition of capital maki;8 the profits 
of each trade and the price of oiwh commodity tend to- 
wfirds what has been termed the natiiial rate, yet it is a 
matter of ordinary obscrvalion, that t.hcTc an; temporary 
fluctuations in the prices of ail commiwlities which <!orrc- 
spond to the temporary variations in the pnifits which are 
realised in any particular trade;. Such ti'inponiry fluctuxi- 
tious in the price of a. commixlity, and in the profits of any 
particular trade, are ])ro(hiced by variations in the denian(l 
and supply. Many si.riking instances of th<;sx; variations 
in price, consecpiont on a sudden variation»in the ilernand 
for a commodity, wei-e afforded by (.lie (;irenmstances of 
the Ameri(!au civil war. Lt;t us taki; the ease of the Bir¬ 
mingham gun trade in l<Sfi 2 , which was thrown into a state 
of sudden activity, in consequence of the purchase of a largo 
number of rifles both by the Federal and tlonfedenite 
armies. Before this sudihm demand arose, the rifle trade 
was in its <irdinary condition ; the price of rifles closely 
approximateirto the cost, of producing them, and the n<a- 
tural rate, of })rofit (;onse(pn;ntly jtrcvaihsl. When, how¬ 
ever, an umisxially ^argi; number of rifles w.as suddenly 
required, the prict; for a tinit; rose, greatly above the 
cost of production ; in fact, l.ln; cost of production tempo¬ 
rarily ceased to be the controlling fitrcc; in ri;gulating the 
price. I’hCiSe high prices of course stimulated the manu¬ 
facturers to the utmost iwitivity, and the grt;atest possible 
number of rifles wxis pnxlnced which could be manufac- 
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tured by the available resources of the trade. Time is, 
however, required to increase the supply beyond a certain 
point; the workmen accustomed to a trade are limited in 
I number; and new workmen cannot acquire the requisite 
I skill withoxit a long and tedious training. Therefore the 
' supply, oven of a manufactured comra(xlity, cannot be im- 
i mediately increased beyond a certain point; hence a very 
I great and sudden demand for a particular commodity may 
' cause it temporarily to assume the same character as 
I those commodities the price of which has been previously 
I considered', anti of which the supply is absolutely limited 
I in amount. It was shown that the price of such coinmo- 
, dities must be so adjusted as to make the supply etjual to 
! the demand. 

I Although the price of a manufactured article may vary 
; greatly from its cost of productitm, yet such. a variation 
I must be regarded as only temporary. If, for instance, the 
I price of such a commodity greatly exceeds the cost of pro- 
I ducing it, unusually large profits are realised by those who 
product; it, and thus a powerful inducement is constantly 
: held out to increase the supply. But as the supply is in¬ 
creased, the price will have a constant tendency to decline, 

I until at length the price approximates to the cost of pro- 
! duction of the commodity, and the trade is again restored 
to its normal condition. 

In order to prevent a possible misapprehension, it may 
he important to observe, before concluding this chapter, 
that the price of a commodity must be always such as to 
equalise the demand to the supply. This principle is 
equally true, hoth when the price is disturbed by sudden 
fluctuations in the demand and supply, and when the trade 
is in its normal condition, and the price of the commodity 
conse(juently approximates to its cost of production. Let 
ns revert to the example just investigated, and assume 
I that a rifle which is ordinarily .sold at ol. becomes worth 
I lOZ. owing to a sudden increase in the demand for rifles. 

I It has been before remarked, that, vfhen the demand for 
j a commodity is suddenly increased, its price may tempo- 
j rarily cease to bo controlled by its cost of production, 
j The immediate available supply is limited; and it is there¬ 
fore evident, that the increased demand cannot be imme- 
I ' Soo Book in. Cliap. ii. 
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diately satisfied. The demand of those will, therefore, be | “o'™ “ 
first met who are willing to pay the highest price; but, as j ■ 
the price of the commodity rises, the demand for it 
diminishes. Hence the price mu.st continue to rise, until : 
at length the demand is so much decreased that it can be 
satisfied with the immediately available supply, or, in 
other words, the demand becomes eipial <o the suy)ply. 

It now only remains to describe the process which Kxphmc 
C(jualises the supply to tlu^ demand, wdnui a commodity is ■ j 
selling at its cost of production; or, in other words, when j 
a trade is not disturbed from its ordinary steady condition.' ply ami < 
Let it again bo assumed that a manufacturer of rifles will! 
be adecjuately remunerated, and will obtain the ordinary wh 'enth 
profit realised in the trade, if he is able to sell his rifles ;><*« ap 
at Bl. each. But, as iireviously remarkeif the demand for 
any commodity varies, cevterie paribus, with its price, ofprodu 
Hence it is quite possible that, wh<>u rifles are. sold for Bl., lion. 
the demand for them may^ be either greaf.er or less than 
the supply. If the first (lase sho\dd arise, and the demand 
exceed the supply, then the* pricx; of rifles would soon ad- 
van(!C beyond Bl., and the manufacturers of rifles would 
cons(!quently obtain an exceptionally high ra,t(i of pnht. 

If, on the other hand, the demand for rifles at Bl. c^ach 
shouhl be less than the supply, the price would become 
less than Bl, and the; mamdacturers of rifles would con¬ 
tinue their business at a (!om])arative lo.ss., But no branch 
of industry can pennanently continiK^ to be in the state I 
implied by either of the two contingencies just alluded 
to; the competition of capital would, on the one hand, 
prevent manufacturers of rifles pennamuitly obtaining an 
exceptionally high rate of j)rofit; and, on the other hand, 
manufacturtirs would refuse permanently to cout.inue their 
busine.ss, if a greater return could be secured by employ¬ 
ing their capital in some other investment. Let us, 
thenifore, consider what would really take place under 
the circumstances supposed. 

The case assumes that there are no sudden flucl tiations, 
either in the demand or suj)])ly, but that everything con¬ 
nected with the trade is in a steady condition. The cost 
of producing a commodity is composed of two elements; 
namely, profits upon capital, and wages of Labour; it is, 
therefore, evident, that if (uther of these clemetjts be 
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iucreased, the cost price of the commodity will also bo 
increased. Thus, when certain wages are paid, the cost 
price of a rifle may be 5L, but if these wages have to be 
iucreased, the cost price of a rifle may advance from 51. to 
6 /. The assumption has been made, that if rifles are sold 
at 5L, the demand will exceed the supply. Suppose that 
the price is slightly advanced beyond 5Z.; the profits of 
the trade will thus be increased, an additional amount of 
capital will be brought into the trade, and the number 
of rifles imwle will be considerably augmented. All manu¬ 
factured commodities, however, need skilled labour, and 
the requisite .skill cannot be acquired without considerable 
l.raining. Hence when a trade has to bo extended, com¬ 
paratively vmtrained labourers must be employed. The 
skilled labourers already engaged in the trade will con¬ 
sequently be eagerly competed for, and their wages will 
rise. If, however, their wages rise, the cost of manufac¬ 
turing the commodity will increase; but a rise in the price 
of a commodity exerts an influence to diminish the demand; 
these causes will continue to operate, until at length the 
supply is made e([ual to the demand. 

In a similar way we can explain the process of e(|uali.s- 
ing t.h(! supply to th(i dtimand, when the demand for a 
commodity, .selling at its cost price, is le.ss than the supply. 
Suppo.se this case to ari.se with regard to rifles. Let it 
be assumed tha/, the co.st price of a rifle is 51., and that at 
this price there will not be so many rifles purchased as arc 
manufactured; the price of rifles must therefore decline; 
it would, however, seem that if they wore permanently 
.sold at 4/. 10s., the raanufiicturers of rifles would lose by 
their trade, because they only re.alised the ordinary rate of 
profit oven when 51. could be obtained for a rifle. It must, 
however, be borne in mind, that some of those engaged in 
a trades often po.sses8 special opportunities fesr ciirrying it 
on profitably; their place of busine.ss may perhajw be in 
an exceedingly favourable situation, ^or they may them¬ 
selves have a special aptitude for the business in which 
they arc engaged. Again, as remarked in a previous 
chapter, those who possess sufficient capital to carry on 
production upon a large scale often obtain an exceptionally 
high rate of profit. When, therefore, the supply of a 
commodity exceeds the demand, two causes will exert an 
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influence to ecjnaliso the deniaiwl to the supply. Tu the 
first place, if the supply of the commodity is diminished, 
its cost price will also be diminished, because if less of 
the commodity has to be produced, only the most skilful 
workmen in the trade need be employed, and those only 
need continue the manufacture of the commodity who 
possess special advantages for producing il most cheaply. 
In the second place, as the price of the commodity is 
reduced, the demand for it will increase. Tln^sc; two <dr- 
cumstances, acting conjointly, must at length eijualise the 
suy)ply to the demand. 

It has, therefore, been shown l.hat, in all taises, there is 
a tendency in constant opt-ratioti to make the supply of 
a commodity e(|ual to the demand. 'I’lii.s pritaaple is o(|U!dly 
true, whethe.r the priesf of a eomiiKMlity is .simply regulated 
by its cost of jmxlnction, or whetlujr the price tcunporarily 
ceases to be regtdatc.d by t.he cost <d' prodn<;l.ion, in co!i- 
setpience of sudden fluctuations, either in the supply or in 
tJie demand. 
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rilHE la.st three chupters h;ive been di’voted to a.ii iiivi*- 
i tigatiou of till! laws which regulutc the jiricc of various 
comTnoditi(!S. The course, usually followed by political 
economists, is in the fiisit jilace to treat of the value of 
commodilies, and to defer any discussion of the laws of 
price until the functions of money have been fully ex- 
])laiued. ' In pursuing this course, they perhaps tulopt a 
logical method, because inoniiy, as a medium of exchange, 
must necessarily be involved in the meaning of the terth 
price. It has, however, been thought expedient to adopt 
the course pursued in the la.st three chapters, because the 
investigation of a subject which must always be comjili- 
eated is rendered more difficult by speaking of the value 
of a commodity instead of its price; the public almost 
invariably speak of the price of a commodity, and seldom 
consider its value by directly estimating the ipiantity of 
every other commodity for which it will exchange; more¬ 
over, the last three chaptem, although relating to price, 
have not required anything to be assumed, with regard to 
the laws of money, which was not quite .self-evident. 

It has been already remarked, that price is a particular 
case of value. Every country, as it emerges from barbarism 
into the first stages of civilisation, hgus found it absolutely 
I necessary to select some substance as a medium of exchange, 
i Without such a medium, every trading transaction must 
I be conducted by direct barter; the inconvenience of a 
I system of barter is evident, for if the owner of a stack 
' of corn ivished to obtain clothes or fuel in exchange 
' for his com, he would be obliged to find some other 
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iutlivi(tuals who arc willing to give him clothes and fuel 
for the corn which he offers. Commerce, hampered by 
such impediments, could never advance b(^yond its rude 
b(!ginning. Consecpiently, in each civilisetl nation, some 
substance is sure to be adopted as a medium of exchange, 
by the universal consent of society. A medium of ex¬ 
change provides a standard with which to compan.' tlu! 
value of every commodity, and by means of which the, 
exchange of commoditic's is I'acilitattal in a most imjjortant 
degree. Any substance may be se.letdt^d as this medium 
of exchange; it has, however, beiai generally found most 
advantageous, for reasons which will be presently slated, 
to choose the prcicious metals as a im.slium of exchange. 
Hut various other substances have been used for a similar 
purjMise by different nations. 'Pile Chinese have used 
]>ressed cubes of tt^a as their money; sonn^ Afrhran tribes 
employ the shells called cowri(s. .11 must, therefore, be 
bornc! in mind that it is iu)t essential that money should 
b(i compost'd of the precious metals; whatever substance 
is adopted, by the general consent of society, as its 
medium of exchange, ought properly tt) be considered 
the money of that community. Thus, in China, money 
has consisted of those pressed cubes of tea we havt! spokiai j 
of; and, in Africa, the cowrie shells must be ri'garded as 
money. The money of our oWu, and of almost every other 
country, has so long been made of the precious metals, 
that we ai’c naturally led to associate money with one or 
more of the precious metals. If, however, in any country, 
some substance is math; to ])erform tin; functions of moni;y, 
that substance is as justly mititlcd to be con.sidered 
money as our own gold and silver coin. Even those 
nations enjoy the great advantage of posst;ssing money, 
although the_^ estimate the value of comm(xiitit;s by cubes 
of tea, and by cowrie shells, and exchange their gotxls for 
these substances, instead of buying and selling, as we do, 
for gold and silver. ^Such money, it is true, is rude and 
inconvenient, but even the possession of the rudest money 
indicates a great advance in civilisation beyond thosi; 
tribes who have no money at all, and who are, therefore, 
im^mpclled to conduct every trading transaction by barter. 

> *e reason why the precious metals are almost universally 
employed as money, in preference to any other substance. 
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will at. oiico bocouie evidoiit by coiisidoring the purposes 
which money has to fulfil. The functions of money may 
be divided into two leading classes. 

1 st. 'Money serves as a measure of value. 

2nd. Money is a universal medium of exchange. 

We will proceed to consider the first of these functions. 

Measure of value’ may yterhaps with advantage be re¬ 
placed by the expre.ssion, measure of wealth. Without 
some such measure, the amount, either of a nation’s or of 
an individual’s wealth, could only be stated by enume¬ 
rating a long catalogue of coininotlitics. Instead of saying 
thift a farmer is worth 9,000^., we should be able to 
form no (.)ther e.stimate of his wealth except by making an 
inventory of his posse.s.sions. The number of cows, horses, 
[)igs, sheep, the (juantity of corn, &c. he po.ss(!sscd, would 
all have to be separately enumerated. The value of a 
man’s property is a mcaningle.ss ])hrase, unle.ss there is 
•some recognised standard of value. 'I'he value of a com¬ 
modity is always supposed to mean its exchange value, 
for unless it has some exclninge value it is not, in political 
economy, considered to have any value at all. No com- 
nu)dity can be more usefid than water, but, as previously 
remarked, it is not wealth. Jt has in fact no exchange 
value, because when, as is usually the case, it c.an be freely 
obtained, nothing will be given for it in exchange. But n( 
meaning can be iu>signe«l to the expression, exchange valut 
of a commodity, unless it is known for what other com¬ 
modity it is intended to be given in exchange. It is a^ 
correct to say, that the exchange value of a sack of wheat if 
a ton of coal, or a barrel of beer, as it would bo to estimah 
the value of the wheat by so much gold and silver. Every- 
iiiug, therefore, with regard to the value of commodities 
OT the amount of wealth, is completely vague and indefi 
nite, until society has agreed to select some particulai 
substance with which the value of all commodities may bt 
compared. Such a substance becomes an universal standard 
or measure of value, and thus has attached to it the firs 
of the two characteristics which entitle a substance to b 
considered as money. It is not necessary to select th 
precious metals for this standard of value, although the; 
possess for this purpose many advantages which cannot b 
claimed by other substances. 
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Suppose a nation agreed to adopt wheat as the general 
measure of value, the value of all commodities would be 
referred to wheat as a standard, wealth would be estimated 
by so many quarters of wheat, and it would, under this 
supposition, be correct to say, that the price of an article 
was not so many pounds sterling, but so many quarters of 
wheat. One of the purposes, therefore, which money is 
intended to fulfil would bo in this manner attained, for 
there would be one recognised substance to which the 
value of all other commodities might be referred. But 
when we proceed to consider the second important function 
which money is intended to perform, namely, a geii'eral 
medium of exchange, it will at once be understood that it 
would be impracticable to have such a substance as wheat 
for the money of a country. 

When a nation possesses not only a nieasurt; of value, 
but also a general medium of exchange, every trading 
transaction is facilitated in the most important manner. 
There will then be a standanl, by comparison with which 
the value of any commodity can be ascertained, and when 
the value is thus known, the commiKlity may be exchanged 
for a certain ([uautity of the substance thus chosc'.n for 
the money of the country. But the fundamental charac¬ 
teristic of money is that it is a general medium of ex¬ 
change ; or, in other words, any commodity which may be 
reepured can be obtained by money. When, therefore, 
an individual exchanges a commodity for money, he 
obtains that which will give him the power of purchasing 
any article which he may require; in this manner the 
great inconveniences of barter are obviated, for under a 
system of barter a person who possessed one commodity 
could not without great difficulty exchange it for any 
commodities he might require. For instance, the owner 
of a quantity of wheat, if he wanted meat, fuel, or clothes, 
would have to search for those persons who were willing 
to give him these aj’ticles in exchange for wheat. Since 
an universal standaM. of value is provided by money, 
the values of all commodities arc known and registered by 
this standard; or, in other words, the price of all commo¬ 
dities can be ascertained, since the price of a commodity 
is its value estimated in money. Money, therefore, enables 
the amount of wealth to be estimated, and when the price 
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of commodities is ascertained, the purchasing power of 
any sum of money is known. 

The chief purposes which money is intended to servo 
have now been explained; we can, therefore, at once pass 
on to consider the particular qualities which should be 
po.ssessed by any substance which is used as money. In 
this first place, it is most important that any general 
standard or measure should vary as little as possible. 
For instance, all distances are referred to a certain stand¬ 
ard unit of length. How endless would be the confusion 
if this standard varied ! A mile represents the same 
distance as it did a ceiiturj' since, and therefore, when a 
mile is mentioned, there can be no doubt as to the dis¬ 
tance intended to be ex{)rc.ssed. Weight, in a similar 
maimer, is referred to a certain invariable standard ; and, 
therefore, if it is sfiid that the weight of a body is so 
many tons, there can be no ambiguity as to the weight 
which is meant to be described. It is, of course, quite as 
important that a standard of value should be as invariable 
as the nature of the case admits. It is obvious that it 
is impossible to obtain an absolutely invariable standard 
of value, because the value of every substance which is 
known to us is liable to variations. Some substances are, 
however, liable to much greater Hucttiations in their 
value than others, and it is evident that these arc quite 
unfit to fulfil the functions of money; the substance selected 
to be used as money should be liable to as few and as 
I slight variations in its value as possible. This qualifica¬ 
tion is possessed in a high degree by the precious metals. 
If gold and silver were liable to as great fluctuations 
in value as wheat and cotton, it is manifest that money 
would be no uniform standard of value, although a pound 
sterling might always contain the same quantity of gold. 
The value of wheat and cotton fluctuates witJi almost every 
variation in the weather, and with almost every change in 
the politics of a nation. Unpropitiops seasons have often 
been so destructive to the harvest, that wheat has been 
forced up almost to a famine price. These seasons of 
scarcity are now, .so far as concerns our own country, in a 
' great degree obviated by free trade, since we are now no 
j longer restricted to our own .soil for our supplies of corn. 

I But even since the passing of free trade, there have been 
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great variations in the price of wheat. In the year 
1854, wheat was 90s. a quarter, in 1856 wheat Wfvs 40s. 
a quarter. The value, therefore, of any commodity not 
liable to such fluctuations would be, when compared with 
wheat, more than twice .as great in 1850 as in 1854, as¬ 
suming that gold remained constant. A ton of coal, for 
instance, would sell at the same money in 1856 as in 1854, 
but it would exchange for more than twice as much wheat 
in the former year as in the latter. If, therefore, wheat 
were chosen by a nation as a general standard of value 
instead of gold and silver, the value of all commodities 
estimat(;d in wheat, or, in other words, the price of all 
commodities, might rise more than 100 per cent, in the 
short space of two yt'ars. Such great and sudden irregu¬ 
larities in price would throw commercial transactions into 
inextricable confusion. It is, thereforis eviilenl that a sub¬ 
stance should be stdcjcted as money which is subject to the 
smallest possible fluctuations in value; iqion this quality 
mainly depends the cflicieiicy with which money can fulfil 
the functions which are i-equired from it, as a standard 
of value. 

Let us now inquire what qualities money ought to 
possess, in order that it should become a convenient 
medium of exchange. In the first place, the substance 
chosen as money must possess an intrinsic value of its 
own. This may appear to be contradictesl by the fact 
that a portion of the money of England and many other 
nations consists of bank-notes. In England, a person 
considers a Bank of England note for lOi. to be in every 
respect as valuable as ten sovereigns, yet the note has no 
intrinsic value whatever; thousands of such notes might 
be maimfactured for a few shillings; whereas the ton 
sovereigns for which one of these notes can be exchanged 
have an intrinsic value of their own; if they wore melted, 
they would be as valuable in bullion as in coin. The bank¬ 
note derives none of ^is value from the substance of which 
it is composed; it is simply a wi-itten warrant of a promise 
’to pay, whenever demanded, the sum which it represents, 
uf all believe that this promise is certain to be strictly 
fulfilled, there can be no reason why the note should not 
pb as freely accepted as money. But a nation can never 
fftel this entire confidence, either in the promise of the 
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State or of private individuals, until Government becomes 
firmly settled, and commercial credit securely established. 
It is, therefore, necessary that the substance which is 
chosen as money should possess an intrinsic value. It 
has been explained, in a former chapter, that a substance 
accpiires value from the conjunction of two tpialitics: in 
the fimt place, labour must be employed to obtain it, 
for the most essential necessaries of life, such as water 
and air, have no exchange value, if spontaneously supplied 
by nature; secondly, no substance can have value unless 
it can be made to satisfy some want, or gratify some de¬ 
sire, of man. Hence, in order that the substance chosen 
as money should possess an intrinsic value, it must in the 
first place require labour to obtein it, and secondly, it 
must be regarded as useful for other purposes than being 
employed as money. 

The last requisite possessed by money, ujjon which we 
shall remark, is, that it should be a commodity sufficiently 
expensive to contain great value in a small bulk. If this 
were not so, whenever any valuable article was sold, the 
money Avhich it realised would bo extremely cumbrous, 
and inconvenient to carry about, in conse<juence of its 
great wcught and bulk. If avc possessed no money but 
our copper coinage, the copper money eipiivalcnt to ten 
sovereigns would be a heavy load ; and the inconvenience 
would be still greater if a less valuable metal than copper, 
such as iron, were selected. 

Having now remarked upon the qualities which ought 
to belong to a substance which is used as money, we shall 
be in a position to appreciate the great advantage which 
the precious metals possess, as money, in comparison with 
any other substances. The first reejuisite is, that the 
substance of which money is composed should be liable 
to as few variations in value as possible. Hold and silve; 
both fulfil this condition in a very striking manner. A1 
though, as will be explained in a suj)sequent chapter, th 
eliscovery of new gold and silver mines may so mud 
increase the supply of these metals as permanently t 
affect their value, yet they are liable to much less varis 
tion in value than is probably the case with any othe 
substance. Changes of temperature so much affect th 
growth of agricultural produce, that the abundant cre 
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of one year may be succeeded by great scarcity in the 
next. Such causes, however, can in no way influence the 
productiveness of mines. The demand for some commo¬ 
dities varies almost from day to day, and the variation 
causes those constant fluctuations in price alluded to in 
the last chapter. Gold and silver, excc'.pt when used as 
money, are chiefly employed for the manufacture of 
ornaments, and various articles of luxury. Now it is 
evident that the demand for gold and silver plate does 
not vaiy greatly from year to year. The period since 
the gold discoveries may seem to offer .an exception to 
the constancy in the value of the precious metals; for 
.some years after the gold discoveries of California in 
1848, and those of Australia in 18.50, the annual yield 
of gold was increased at least 300 ])er cent. During the 
last few years some silver mines of such extraordinary 
richness have been discovered, especially in the United 
States, that the annual aggreg.ate production of silver has 
increased from 7,000,000/. sterling to 23,000,000/. sterling*. 
There is no (juestion of the day more im])ortant for the 
political economist to discuss than to trace the effects of 
these recent discoveries of the precious met.als. This must 
be reserved fora separate chapter. Although it is not im¬ 
probable that the vahte of gold and silver may in future 
years be depreciated by these or other discoveries, yet 
such sudden changes in the annual yield, arc extremely 
rare. In fact, historj’ affords no other similar instance, 
except the discovery of the gold and silver mines of the 
American continent, at the time when the New World 
first became known to the Old. It is not, therefore, neces¬ 
sary for us to qualify our remark, that gold and silver are, 
as a general rule, stibject to smaller variations in value 
than almo.st any other substances. 

The second of the emnnerated qualities which ought to 
belong to money is, that it should possess an intrinsic 
value of its own. Nations, even from a remote antiipiity, 
have always placed great value upon gold and silver. 
Ancient remains prove th.at the most costly and highly 
wrought ornaments have long been manufactured from 
gold and silver. It is no wonder that ornaments in 
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every age should have been made from these metals; 
their singular brightness gives them beauty, and it is a 
beauty which is scarcely effaced by time. Iron soon rusts 
and aecays, copper soon becomes corroded, but golden 
ornaments are dug \ip from the bogs of Ireland in almost 
as perfect a state of preservation as when they adorned 
the primifival inhabitant of that island; and the golden 
ornaments discovered by Dr Schliemann in Asia Minor 
although they perhaps belong to a pre-Homeric age 
perfectly preserve their colour and lustre. The great 
malleability of gold and silver gives the workman abun¬ 
dant opportunity to display his artistic skill. Moreover, 
gold and silver have always been sufficiently rare to be 
esteemed for their scarcity. 

The great value possessed by these metals gives them 
the third essential (juality which ought to belong to 
moiuy; namely, that it should contain great value in a 
small bulk. It should also be remarked, that gold and 
.silver possess other qualities which make them .specially 
adapted to fulffl the functions of money; these metals are 
extremely durable, and they can be coined with facility, 
because they cati be divid(;d, without any diminution of 
value, into portions containing any as.signed quantity or 
weight. 

All these considerations combined cause gold and silver 
to fulfil the purposes of money far more completely than 
any other substances. It is true that our own country, 
and .several others, have copper, or rather, bronze, money 
in addition to gold and silver. Bronze, though very much 
less valuable than gold or silver, is very convenient for small 
payments. A piece of gold or silver, which in value would 
represent a penny, would be almost too small an object to 
be perceived; and on the other hand, if bronze were used as 
the only money, any large payment would reijuire a weight 
of money too great to be carried by an individual. 

Although the metallic currency of this country is com¬ 
posed of gold, silver, and bronze miney, yet it is found 
convenient that only one of these substances should be a 
general standard of value. The substance thus selected is 
gold. Some countries, however, have adopted silver in¬ 
stead of gold, as a general standard of value. We shall 
be able easily to explain why, in a wealthy country like 
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England, gold is a better standard of value than silver. 
In the first place, gold is the more costly metal of the 
two, and it therefore contains greater value in proportion 
to its bulk. Secondly, it has been found by experience 
that the cost of obtaining gold, and consecpiently the 
value of gold, varies less than the value of silver, and 
sufficient has alreatly been stated to .show the importance 
of possessing, as a standard of value, that substance whose 
value is most uniform. 

It has, however, been frequently proposed to make both 
gold and silver a general .standard of value, and the .adoption 
of such a pl.an would involve what is t<^chnically termed a 
double standard, or bi-metalism. Various reasons may be 
stated which will prove that such a dovible standard is ex¬ 
tremely undc.sirable. We have alrt'ady pointed out the in¬ 
conveniences con.se(pient upon any v.ariations in the value of 
the substance which is adopted as the standiird of value, 
(jold and silver are both liable to fluctuations in value; 
these metals, for insianco, may at any tiuu^ be cheapened, 
in coiusequence of the discovery of productive mines, and 
on the other hand, the cost of obtaining gold and silver 
may be increased by the gradual e.xhaustion of the richest 
gold and silver mines. If, however, gold and silver are 
both adopted as a standard of value, the tiniformity of 
this standiird will be affected by variiitions in the value 
of two substances instead of one. For insitance, let it bo 
supposed that the value of silver is reduced five per cent., 
in consequence of the di.sct)very of some rich .silver mines. 
Let it also be assumed that nothing has occurred to affect 
the value of gold; couso(|uently, the value of silver, esti¬ 
mated in goki, will be depreciated flve per cent.; or, in 
other words, an ounce of gold will exchange for five per 
cent, more silver than it did previously. Now a double 
standard implies that any person who has a payment to 
make can use his own discretion as to whether he shall 
pay the amount in gold or silver. If, therefore, the case 
just supposed shoula arise, and the value of silver .should 
be depreciated five per cent., it is manifest that every 
person who had a debt to discharge would take advantage 
of this depreciation, and all paj^ments would consequently 
be made in silver instead of in gold. The result would 
manifestly be, that the amount to be paid would be re- 
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duccd five per cent., and the amount to be received vironld 
consequently in every case be diminished by a similar 
amount. It is evident that this unfortunate and most 
mischievous disturbance in the terms of monetary con¬ 
tracts is avoided if gold is the only standard of value. 
The bi-metalists, however, in view of the recent deprecia¬ 
tion in the value of silver, contend that a considerable 
influence might bo exerted to maintain the value of silver 
if a general agreement were arrived at to fix by law the 
relative value of silver and gold; the proportion suggested 
is usually 15.^ to 1. Although some influence might thus 
be undoubtedly exerted to arrest the fall in the value 
of silver, yet we believe it would be as impossible per¬ 
manently to fix, under all circumstances, the relative value 
of gold and silver as it would be pormanently to fix the 
relative value of any other two commodities. A law 
might be passed declaring that a ton of coal should 
exchange for a sack of wheat; but if through the dis¬ 
covery of richer deposits of coal it cost less to y>roduce 
a ton of coal than a sack of wheat, a ton of coal would 
inevitably become less valuable than a sack of wheat. In 
the same way, if it became less costly to {)rocure 15^ 
ounces of silver than it wias to procure one ounce of gold, 
the value of silver would not as rapidly decline compared 
with gold as in case of an ordinary commodity, because, all 
persons being ^anxious to yiay their debts in the metal 
which it cost least to produce, the demand for silver would 
be increased, and its decline in value might for a time be 
arrested. The value of silver and gold, however, must 
ultimately be regulated in the same way as the value of 
other commodities, Lo. by their cost of production;‘and 
consequently the result of bi-metalism, or the adoption of 
a double standard, must be to throw an uncertainty over 
all trading transactions by increasing the probability of 
debts being liquidated in a depreciated metal. 

It must not be imagined that England has a double 
standard, because silver and copper money form a part 
of our metallic currency. Our silver and bronze money 
must be regarded as subsidiary colhs, and by a ver^ simple 
arrangement all the advantages are enjoyed arising from 
the employment of such coins, without any of the incon¬ 
veniences which belong to a double standard. It is fixed 
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by law, in this country, that each silver coin should con-1 
tain a certain quantity of silver, and it is also further 
enacted that these coins should exchange for, or, in other 
words, be equivalent in value to, a fixed quantity of gold. 
Th\is a shilling always contains the same quantity of silver, 
a sovereign always contains the same iiuantity of gold, 
and twenty shillings arc made equivalent in value to 
one sovereign. The silver, howeviT, whic.h is contained 
in twenty shillings is not really equivalent in value to a 
sovereign, for if the shillings were molted down, the silver 
which they contain would not purchase so large a quantity 
of gold as is contained in a sovereign. The Mint, there¬ 
fore, obtains a profit on the silver which it coins; in fact, 
our silver coinage may be regarded as a slightly diipre- 
ciated currency. The Mint, however, is not permitted to 
issue more than a certain amount of .silver coinage, and 
the reason why a silver coinage is, as it were, slightly 
depreciated, may bo readily explained, b'or suppose that 
the weight of gold in a sovei-eign, and the weight of silver 
in a shilling, had in the first instance been so arranged 
that the (piantity of silver contained in twenty shillings 
had been exactly eijuivalent in value to the gold contained 
in a sovereign. If this plan had been adopted, any .snbse- 
(pieut rise in the value of silver compared with gold would 
have made it profitable to melt silver coin, and sell it as 
bullion. The silver coinage of the counti^- would thus be 
constantly liable to be absorbed, for the purpo.se of being 
melted down; therefore, one of two things would occur, 
either the country would .soon lose its silver coinage, or 
the Mint would have to bear a heavy loss; since, if silver 
rose in value compared with gold, the Mint w<juld mani- 
fe.stly lose upon all the silver coined, and an unlimited 
amount might be demanded as long as it continued pro¬ 
fitable to melt silver coin. 

Such a contingency is, however, obviated by the judi¬ 
cious regulations which control the Mint. For since twenty 
shillings, although fhey exchange for a sovereign, do not 
contain an amount of silver equivalent in value to a 
sovereign, it is rnanifdStly unprofitable to melt down our 
silver coinage, and sell it as bullion, unless there should 
bo a very considerable rise in the value of silver compared 
with gold. The plan adopted by our Mint prevents any 
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profit being realised by the melting of silver, unless the 
rise in the value of silver should be very considerable. In 
the currency of France the amount of silver contained in 
its silver coinage is much more nearly equivalent in value 
to the gold coinage for which it exchanges, than is the 
case in our own currency. For instance, the gold coin 
termed a ‘ Napoleon ’ is said to represent twenty ‘ francs; ’ 
and if four 'five-franc’ silver pieces were melted down, the 
silver which they contain was, at the time the standard 
was fixed, as nearly as possible equivalent in value to the 
gold contained in a ‘ Napoleon.’ If therefore anything 
should occur to increase the value of silver compared with 
gold, it would become profitable to melt the silver coinage 
of France and exchange it for gold. The melting of the 
French silver coinag(} no doubt took place on a large scale 
during the time when there was a rise in the value of 
silver, consequent on the increased demand for silver to 
be exported to India, chiefly in payment for the greatly 
increased quantities of cotton that were purchased at very 
high prices from India during the American civil war. 
Gold took the place of the silver coinage which was thus 
melted. . 

We have described our own silver coinage to be, as it 
were, a slightly depreciated currency; it might therefore 
be supposed, that a person would incur a certain risk of 
I0.SS if he were .compelled to accejit silver instefid of gold 
in payment of a debt due to him. But in order to obviate 
such an occurrence, a law hiis boon passed, which enacts 
that silver shall not bo a legal tender for any amount 
exceeding 40s., and pence are not a legal tender for any 
amount exceeding 1 s. Silver and copper money may, there¬ 
fore, be regarded as merely subsidiary coins; and thus all 
the advantages of having convenient coins to discharge the 
smallest payments are obtained without any of the dis- 
iwlvantagos which belong to a double standard. 


CHAPTER VI. 


ON THE VALUE OF MONEY. 


n'^O the expression ‘value of money,’ an ambiguity of 
i meaning is attached, which it is nece.ssaiy clearly to 
explain. The value t)f money has a popular signification, | 
which is (juite distinct from its scientific, meaning. If; 
the ‘ City article’ of any daily newspaper is perused, it will | 
be perceived that the value of money is considered to be i 
synonymous with the current rate of interest. Thus the 
value of money is said to b<; increasing, when thi; rate of 
interest is rising. What is known as the Bank-rate of 
discount is the measure, at any particular time, of the 
value of money, wlnsn; this expression is regarded as sig¬ 
nifying the curnuit rate of interest. The Governors and 
Directors of the Bank of England announce from time to 
time, usually at their weekly meetings, the terms on which 
they will discount bills, or, in other words, the interest 
which must be paid by those who wish,temporarily to 
borrow money from the Bank. In the language, thiu-efore, 
of every-day life, the value of money is corisidercid to be 
rfipresented by the Bank-rate of discount; the valm; of 
money is thus said to rise, as this rate of discount advances, 
and to fall, as the rate of discount declines. 

It may be gathered, from the previous remarks on value 
and price, that the expression ‘value of money’ has another 
and very ditferent meaning. In political economy the 
greatness or smallness of value is estimated by the power 
which a commodity has to obtain other commodities in 
exchange for it. If*a sack of wheat will, at the present 
time, exchange for a greater quantity of coal, of meat, and 
of every other commodity than it would have exchanged 
for a twelvemonth since, it may be said that the value of 
wheat has risen. If, on the other hand, the wheat ex¬ 
changed for a less, instead of a greater, quantity of coal. 
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meat, &c., the value of wheat would be described as having 
fallen. In a similar manner, if a certain quantity of gold 
would, at the present time, exchange for a greater quantity 
of coal, of meat, and of every other commodity, than it 
would have exchanged for a twelvemonth since, it would 
bo said that the value of gold had risen; on the other 
hand, it would be affirmed that the value of gold had de¬ 
clined, if the gold exchanged for a less, instead of a greater, 
([uantity of those articles just enumerated. But when it 
is said that gold exchanges for a greater quantity of any 
commodity, it is, in fact, asserted that the price of this 
commodity has fallen; and again, when gold exchanges for 
a diminisin^d quantity of any commodity, the price of the 
commodity has increased. Suppose that, a twelvemonth 
since, the gold contained in two sovereigns would exchange 
for a sack of wheat, and that now this gold exchanges for 
two sacks of wheat, it is manifest that the value of gold, 
estimated in wheat, has increased twofold in the course 
of a twelvemonth, and conse(}uently the price of wheat 
during this period has diminished in the same ratio; for 
wheat has, according to this hypothesis, during the tiiiu!, 
declined in price from 40.v. to 20.s. a sack. When there¬ 
fore, in political economy, the value of the precious metals, 
or the value of money is spoken of, the purchasing power 
of money is referred to; or, in other words, the power 
which money has to obtain other commodities in exchange 
for it. It must, therefore, be distinctly borne in mind, that 
although men of business consider the value of money to 
be roprc.sented by the rate of interest, yet the signiheation 
which is here attached to the expression ‘value of money’ 
is such as to describe the value of money to be great 
when prices are low, and to be small when prices are high. 

A few lines above it was remarked that the value oi 
money is the same as the value of the precious metals ®f 
which it is composed. This statement may perhaps require 
some elucidation. Our readers have no doubt frequently 
observed that the Mint price of gold is 3^. I7s. lO^d. per 
ox. This price is fixed by law, and if an individual takes 
gold in the form of bullion to the Mint, the authorities 
are compelled by law to purchase it from him, at the price 
of 37 17.S. ]0|d per oz. The price of gold therefore, con¬ 
sidered as metal, is by Act of Parliament fixed at an 
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invariable amount. This is not the case with any other 
metal, for we are all aware that the price of a ton of iron, 
or a ton of tin, varies greatly from time to time. It 
will now be explained what is really meant by the price 
of gold being thus permanently fixed by law. 

The fixed price which is given to gold by law is not 
unfrequently the basis of most erroneous conclusions. 
Some persons who profess to bo authorities ou monetary 
affairs decide, in the most offhand manner, that the value 
of gold was not affected by the gold di.scoveries, grounding 
this opinion upon the fact that the pric(‘ of gold has re¬ 
mained unchanged. They .say an ounce of gold now 
realises exactly the same price, namely ‘SI. I7s. JOid, as 
it realised before the gold discovt'ri(;s. How then, they 
ask, can the value of gold have decliTicd, whilst its price 
remains unaltered ? But this constancy in the price of 
gold only proves that the (piantity of gold in a sovereign 
remains the same. The Mint authorities give ‘SI. 17s. 10jd 
for an ounce of gold, because they know that there is just 
sufficient gold in an ounce to manufacture three sovereigns, 
and that portion of a sovereign which is represented by 
I7s. lO^d Since, therefore, the price of gold remains 
constant, we may speak of gold and bullion a.s synonymous 
with the value of gold when converted into coin. The 
value of gold money, therefore, is regulated by the same 
laws as those which regulate the value of .gold in bullion, 
lu order, therefore, to investigate the value of money, it 
will only be necessary to apply those principles already 
enunciated which regulate the value of mineral products. 

It is very important to keep most distinctly before the 
student’s mind, that money is composed of sub.stauces, the 
value of which is re'gulated in the same manner as any 
other ordinary commodities of trade. The subject of 
money is reridered confused and difficult, because, in con¬ 
sequence of the phraseology which is often employed, a 
belief is encouraged that there is something mysterious 
connected with ev5ry economical question relating to 
money. It will be remembered that in discussing the laws 
of value and price, commodities were divided into three 
distinct classes, and these three classes were separated from 
each other respectively by the following characteristics. 
In the first class were placed all those articles whose 
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supply was absolutely limited; in the second class, all pro¬ 
duce was included the supply of which would, if increased, 
involve a greater proportionate expenditure of labour and 
capital; and, in the third and last class, were enumerated 
all commodities whose supply might be increased without 
any practical limit. 

The commodities belonging to the second class were 
described in general terms, as agricultural and mineral 
produce. The laws of value and price which apply to this 
class were expounded in Chapter III., Jiook ill. These 
particular laws therefore will have to be applied in order 
to establish the principles which regulate the value of 
money; because, as above remarked, the value of money, 
and the value of the precious metals of which it is com¬ 
posed, are synonymous expressions. It is hardly necessary 
to repeat, that the fundamental couclu.sion established in 
the chapter just referred to, may be expressed in the 
following way. If the demand for agricultural or mineral 
produce renders it necessary so to increase the supply 
that resort must be had to less productive sources, the 
price, or, in other words, the value of such produce, will 
rise, in order to compensate the augmented cost of pro¬ 
duction. It is true that this law is not brought so dis¬ 
tinctly or so immediately into operation, in the case of 
mineral as in that of agricultural produce, because mining 
is far more speculative and uncertain than agriculture. 
This uncertainty is most strikingly apparent in those mines 
which are worked for the precious metals. Thus the gold¬ 
digging of A)istralia has the character of a lottery. If a 
man cultivates a plot of ground, he can calculate approxi¬ 
mately the average produce it will yield, and the profit 
that will be left to him; but an Australian gold-digger 
cannot know beforehand whether the claim, upon which ho 
purchases permission to dig, will prove a complete blank, 
or will contain nuggets sufficient to make him a rich man 
in a few days. Although it may appear impracticable to 
apply the principles of economic scibnee to a branch of 
industry so speculative and so irregular as gold-digging, 
yet the Australian diggers are of course influenced, in 
commencing and continuing gold mining, by the average 
amount of the gains realised. If the gold-fields became 
more productive, a greater number of diggers would be 
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attracted to them, and the same effect would be produced 
if the gold that was found became more valuable. 

Agricultural and mineral produce, consistently with the 
law above enunciated, becomes more valuable, or in other 
words, rises in price, as it becomes necessary to increase 
the supply, in order to meet an iiicreascfd demand. An 
increa-sed demand for com and meat is caused by an in¬ 
creased consumption of food, and we arc all aware of the 
various circumstances which may affect the demand for 
such minerals as coal, copper, and iron; the demand for 
these minerals increases with every extension of com¬ 
merce. Let us, therefore, irujuire. Is there any differ¬ 
ence in the nature of the causes which affect the de¬ 
mand for the precious metals ? tlold (and. the same 
remark applies to silver) is devoted to two distinct pur¬ 
poses. 

1st. Gold is employed as an ordinary article of com¬ 
merce. 

2nd. Gold is the substance from which a groat portion 
of the money of most (!ouiitrics is made. By far the larger 
part of the gold annually produced is devoted to the last 
of these two purposes. 

Gold Ls, however, employed in a great variety of ways, 
both in arts and manufactun.i.s. Hut it is difficult even 
approximately to estimate the (juantity which is thus 
absorbed. From the stamp which is in this.country placed 
upon gold and silver plate, we are enabled to ascertain 
that the gold plate which is annually manufactured does 
not in value exceed 40,0001. The most competent autho¬ 
rities differ greatly in their calculations with regard to the 
amount of gold which is used in jewellery, gilding, and in 
various other ways. Mr Jacob* supposed that, fifty years 
since, an amount of gold equivalent to 2,000,0001. was 
thus annually*absorbed. If this estimate was correct, this 
amount has probably been now trebled. At any rate, the 
gold which is required for industrial purposes cannot vary 
greatly from year to J^oar. Hence, if the supply of gold is 
suddenly do\ibled or trebled, as it was by the discovery of 
the rich deposits in Australia and (California, it is evident 
that the large additional supply must be almost entirely 

* An Historical Inquiry into the Production and Consumption of the 
Precious Metals, by William Jacob, b'.B.B. 1831. 
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coiivortod iuto gold coinage. It, therefore, appears, tha 
any increase or decrease in the quantity of gold which h 
used, is almost solely determined by the amount of golc 
which is manufactured into money. We must, therefore 
in ijivestigating the demand for gold, inquire into the 
causes which regulate the quantity of money which each 
country may recpiire. There is little difficulty in explain¬ 
ing the eircum.stances which regulate the particular demanc 
a country has for the various commodities it consumes 
Thus England needs so many sacks of wheat, because there 
are a certain number of people to bo fed. The quantity o: 
cotton gowls which the English annually require for their 
own use varies with the price at which these goods can be 
sold; each successive reduction in price gives a greater 
number the power to purchase them, and consequently the 
demand increases as the price is reduced. It is almost 
impossible to make even a rough estimate of the amount 
of gold in circulation in England. All that can be definitely 
known is the amount that is each year coined at the Mint; 
this varies greatly from year to year, but for the ten years 
ending 18S1 it averaged about 3,000,000?. per annum. 
This, therefore, may approximately be regarded as the 
amount of gold which England annually requires to main¬ 
tain her standard cummey*. But why has England this 
particular demand for gold coinage ? Why should she not 
keep in circulation twice as much gold coinage? In giving 
an answer to these (Questions, an explanation wifl bo afforded 
of the principles which r(;gulate the distribution of the pre¬ 
cious metals over the various countries of the world. 

It will be better in the first place to suppose, for the; 
sake of simplicity, that England has no other money except 
a metallic coinage. It will afterwards be considered 
whether the conclusions which are arrived at, on this 
supposition, have in any way to. be modified, because 
England possesses paper money, such as bank-notes, in 
addition to her coinage. 

\ 

* [No gold was coined at the London Mint in the years 1881,1882, 
and 1886. The average for the ten years ending 1887 is consequently 
much lower than the average for the ten years ending 1881, amounting 
to only 1,500,0001. per annum. The Sydney and Melbourne branches 
of the Mint have for many years past sent to England gold coin to 
the amount of about 2,600,0001. a year.] 
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It will be necessary, as a preliminary inquiry, to inves- 
|iigato the general causes that regulate the quantity of 
money which a nation re(|uires to keep in circulation. 
It is almost self-evident that the amount of money which 
a nation needs must bear some propcjrtion to its wealth. 
England annually produces and accumulates a much 
greater amount of wealth than Ireland. A much larger 
quantity of commodities will, therc'fore, each year bo bought 
and sold for money in England than in Indand; in oiSor 
to carry on this exchange, a greater amount of money will 
be ro(]uired in the one country than in the other. The 
(opulation of England also much exceeds that of Ireland, 
higlish labourers are certainly as well nununorab'.d as 
rLsh labourers; wages are generally paid in money, and 
herofore, as far as the payment of wages is concerned. 
Ingland will ropiire a much greater amount of money 
ban Ireland. But we need scarcely remark further upon 
his subject, as it must bo evitlent that the amount of 
^oney which a nation reipiires to carry on all its transac¬ 
tions of buying and selling must bc.'ar .sonui pro]>ortion to its 
y^ealth and populatnm. The vague expi’cs.sion ‘.Home pro¬ 
portion,’ is advisedly used in order to warn the student 
against the fallacy of .supposing that the money which a 
country keeps in circulation is an accurate ujiMsure of its 
national wealth. The error of such a sup])osil lon will be 
fjlearly shown, if the mode of conducting >he trade and 
commerce of il country is for one moment considered. 

A vast amount of wealth is daily bought and sold with¬ 
out the transfer of any money; in fact, it is not too much 
to state, that money is rarely employed in any of those 
hirge transsictioiTs which constitute wholesale trade. The 
J-ieods manufacturer who purchases wool from the stapler 
Cays for it by a cheque, and not by gold or silver coin; and 
yhen he sells Ihc cloth which he has manufactured, he 
loes not receive gold or silver from the purchaser, but he 
9 invariably paid by a cheque, or by a bill of exchange. 
»he cheques and billl of exchange which he may have 
ihus issued on his own credit are returned to his bank, and 
Ihe amo\int of money which they represent is deducted 
ffom the aggregate amount of bills and cheqries which he 
ipay have received from others, and deposited at the same 
Wk; the balance which is left represents so much wealth 
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which the inanufiicturcr keeps with his banker, either for 
purpo.soH of coiivcnioncc or for security. It thus appears, 
that a manufacturer who may produce in the course of a 
year 100,000i. worth of cloth, may never have in his pos¬ 
session a greater amount of money than is sufficient to 
pay the weekly wages of his labourers, and to make such 
daily payments as are usually discharged by ready 
money. 

As another illustration, it may be stated that an in¬ 
dividual whose personal expenditure is lOOOi. a year, need 
never have more than a very small amount of money in 
his po8.session at any one time. He will discharge all his 
larger payments by cheques, and he will only ret^uire 
money to pay the wages of his servants, and to meet 
small current daily expenses, such, for instance, as buying 
railway tickets, paying cab-fares, &c. It is consequently 
manifest that the money .which any individual has in his 
possession forms a very insignificant part of his aggregate 
wealth. Although it is, therefore, impossible to tell, 
from any a prion reasoning, whether the wealth of a 
country is fifty times or a hundred times as great as the 
amount of money which is kept in circulation, yet it may 
nevertheless with certainty be concluded that as the 
wealth and poiiulation of a country increase, a greater 
amount of wealth is bought and sold for money. Such a 
conclusion is eorrect, because although a great amount of 
wealth is exchanged without the transfer of money from 
one individual to another, yet money is required, and is 
always used in certain transactions, and these transactions 
increase both in number and in amount as the wealth and 
population of a country increase. Thus labourers receive 
their wages in money; and the amount paid in wages is 
sure to increase with cveiy increase in the wealth of the 
country. Again, every individual uses money to discharge 
most of his smaller pajunents, such as the purchase of 
railway-tickets, the hiring of cabs, the settling of hotel- 
bills, &c. But as the wealth and population of a country 
increase, more will be spent in railway tickets, cab-fares, 
hotel-bills, &c., and, consequently, a greater amount of 
money will be required for these purposes. 

In order still further to show the difficulty of assigning 
any definite proportion between the wealth of a country 
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and the amount of money kept in circulation, it may be 
mentioned that the amount of money which is re(iuired ■ 
to carry on the trade of a country may partly depend 
upon the number of times a commodity is bought and 
sold before it is consumed. To illustrate this, suppose 
that a sack of flour is bought and sold ton times, to ton 
different individuals, before it reaches the baker who 
bakes it, and that each time the flour is paid for in money. 
It is manifest that this buying and solliiig will put as 
much money in circulation, or, in other words, will retpiiro 
the use of as much coin, as if ten sacks of flour had been 
at once sold by the miller to the baker. 

Sufliciont has now been said to establish the two 
following principles, which rcigulate the quantity of money 
required to be kfept in circulation : 

1st. The amount of money re(pure(l to b(' kept in cir¬ 
culation depends upon the amount of wealth which is ex¬ 
changed for money. Hence, cceteiis parihus, the amount 
of money in circulation ought to increase as the })opulation 
and wealth of a country adv.ance. 

2nd. The amount of money recpiired to bo kept in 
circulation also depends upon tin; number of tinies com¬ 
modities are bought and sold f<^r money, b('fore they are 
consumed. 

The question now arises—Do the causes just dt^scribed 
as regulating the demand for the precious •metals, afford 
any explanation of the agency by which the demand and 
the supply of the precious metals tend to an i.s|uality? 

With regard to any other commodity, there; is, as we 
have shown, no difficulty in explaining this process of 
equalisation; for the adjustment of the demand to the 
supply, and vice versa, is always effected by a rise or fall 
in price. An excess in the supply beyond the demand 
means, that at the price at which any particular article of 
commerce is offered for sale, there are not sufficient pur¬ 
chasers to take the whole quantity which is offered. But 
this apparent superfluity is, after all, a mere question of 
price, for if the price be lowered, new purchasers will at 
once come into the market, and there will cease to be an 
excess in the supply. As soon as the price is sufficiently 
reduced there will be purchasers for the whole of the 
commodity which is offered for sale. The demand for a 
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commodity always varies with its cheapness, although the 
ratio of this variation cannot he numerically defined. It 
is not only different fijr different coinmoditicis, but it 
also alters with every change in the economic condition 
of the country. As an example, Mr Glad.stone was con¬ 
fident in his belief that a redtiction of fifty per cent, 
in the price of inferior French clarets woidd can8(! 
these wine.s to be purchased by classes of society in this 
country who never before purchased them, and that, there¬ 
fore, the consum])tion of this wine would increase much 
more than one hundred per cent.; and this belief has been 
fully justific'd by events. As another example, it is per¬ 
haps not too much to say that at the present day even the 
poorest are generally able to obtain as much bread as they 
retjuin!, and, therefore, it is certain that the demand for 
bread would not be doubled, or, in other words, that twice 
as much bread would not be con.sumed, if the price of 
bread were reduc(Hl one half. But although wo cannot 
beforehand define the exact point to which the price of 
any commodity must cither rise or fall to adjust the de¬ 
mand to the supply, yet there can be no doubt as to the 
agency by which this adjustment is effected: when the 
demand exceeds the supply the price will rise, and thus 
diminish the demand ; wlum, on the other hand, the supply 
exceeds the dein.aiid, thcj price will fall, and thus increase 
the demand. -But it wmdd be naturally asked. Can the 
demand and supply of the precious 7nctals be adjusted in 
the same manner ? I’his is a difficulty which must be 
clearly ex{)laincd. 

It has been frecjuently stated that the price of any com¬ 
modity is an exprcs,sion synonymous with its value esti¬ 
mated in gold, or in any other substance which is selected 
as money. It is, therefore, an evident contradiction to 
speak of the demand and supply of gold being adjusted 
by a rise and fall in its price. The price of gold is, in 
fact, a meaningless expression, since, according to the 
signification which we have just attached to the word 
price, the price of gold moans the value of gold estimated 
in gold, and this is a phrase which can have no meaning. 
Let, therefore, the oxwession ‘ value of gold ’ be sub¬ 
stituted for ‘price of gold,’ and this substitution will enable 
us to escape from our apparent difficulty. The value of 
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gold accurately varies in the inverse ratio of the price of 
commodities. If the prices of all commodities nsc one 
hundred per cent., the value of gold falls one half, for the 
same quantity of gold will exchange for or jnirchaso only 
half as much of each commodify. In the absence, (here- 
fore, of any counteracting circumstances, if the {aices of all 
commodities rise one hundred per cent., twice as much 
gold or silver is required each time any commodity is pur¬ 
chased; and there mu.st consequently be twice as much 
gold and silver in the country circulating in the ham 
of money. The following principle can therefore be enun¬ 
ciated ;—The amount of gold actually in circulal.ion varies, 
cwterin parihis, in the direct ratio of the price of com¬ 
modities. If the prices of all (iommodili<!S rise, each pur¬ 
chase requires an increased amount of money. Hence 
more money is kept in circulation, or, in other words, the 
([uantity of nujtal (unployisl is incn'ascsl. 

The following is a summary of flu; somewhat conqdi- 
cated process by which the quantity of gold and silver in 
circulation is rcgulat(!d. 

The greater is the ([uantity of coin in circulation, the 
higher, aeteris paribm, will be t he price oi' commodities. 
But as the price of commodities rises, tlu' value of gold, 
or the value of any other substance out f)f which money 
is made, diKilines. If the value of gold diminishes, the 
profits of th(! miners who produce this goldwnust dijuinish, 
and when the profits are thus re<lueed msui}'^ will be dis¬ 
couraged from gold mining, and the supjdy of gold will 
consequently be also diminished. 

We shall now be able readily to explain the Ttieans by 
which the demand for gold is ecpialised to il.s supply. It 
is necessary in the first place to inquire what is meant by 
a country’s tlemand for the prticious metals; in order to 
simplify thisT^iujuiry, let it be supposed that such a metal 
as gold is employed for no other purpose excc.-pt to be 
coined into money. This supposition will much .simplify 
the investigation, and will not in any .sensible degree affect 
the correctness of the ultimate conchisions; for, as pre¬ 
viously stated, the quantity of gold used for the ordinary 
purposes of art and manufacture is subject to very small 
variations from year to year. 

According to this assumption it will be cturect to say 
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that the amount of gold coinage which a country requires 
determines its demand for gold. It has already been 
remarked in this chapter, that the amount of coinage 
which a country keeps in circulation is primarily re¬ 
gulated by the amount of wealth which is exchanged for 
money, and by the number of times which any of the 
commodities that compose this wealth are bought and sold. 
If, in the absence of any counteracting circumstances, 
England’s wealth were doubled, and if in every trading 
transaction the amount of wealth bought and sold were 
doubled, England would recpiirc twice as much money in 
order to effect her trailsacti(jns of buying and selling. But 
in what sense is an increased amount of money necessary ? 
What would be tj^e consecjuence if a larger amount of 
money were not brought into circulation ? These ques¬ 
tions will be answered by showing, in the first place, that 
the increased ()uantity of money is required in order to 
preserve general prices unchanged; and that, secondly, if 
the money were not forthcoming, the prices of all com- 
moilities would decline, or, in other words, the value of 
gold would bo increased. 

An investigation of the following hypothetical case will 
substantiate the.se propositions. Let it be supposed that 
the material wants of England’s entire population are sud¬ 
denly doubled, and that an adequate supply of commodities 
is spontaneoualy provided to meet this increased demand. 
According to this hypothesis the supply of every com¬ 
modity except money would be augmented ; each person 
who before jmrehased one loaf of bread, one pound of meat, 
and one coat, would now purchase two loaves, two pounds 
of meat, and two coats. But since he possesses no more 
money than he did when his material wants were satisfied 
with only half the amount of commodities he now requires, 
he and every other individual can only now give the same 
quantity of money for two loaves, two pounds of meat, and 
two coats, as they before gave for one loaf, one pound of 
meat, and one coat, if, however, tMs be the case, bread, 
meat, clothe.s, and every other article must have declined 
one half in price. It is, therefore, evident that, in this 
imaginary case, where circumstances have occurred which 
doubled the demand for money without its supply being 
increased, the price of all commodities will be diminished 
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one half, or, in other words, the value of gold will be bookhi. 
doubled; buying and selling, however, will not be inter- , qh-^ 
fered with, the people will not be prevented satisfying 
their demand for commodities, nor will less material wealth 
be produced and consumed. 

Again, it would bo said that a nation n-quires, and Ali vnriu. 
therefore has a demand for, a greater quantity of coinage', 
if her population and wealth should increase; btit, in this muUsira 
case, the greater (luantity of coinage is required in order i>le. 
to prevent prices from declining, for if the greater quantity 
were not forthcoming, trade would not be prevented fnjin 
developing, the production of wealth would not be stopped, 
but the prices of all commodities would inevitably decline. 

This general decline in price is quite as imdesirable as 
a general rise in price, for if prices eittior suddenly rise or 
suddenly fall the conditions of every monetary contract are 
immediately altered; the annuitant, for instance, who is 
in the receipt of his lOOZ. a year, may suddenly find, if 
there is a general rise in the price of commodities, that hi.s 
annual income is only one half as valuable; or, in other 
words, will only purchase him one half as much of the 
necessaries and enjoyments of life. On the other hand, if 
prices suddenly fall, the burden of any fixed nioTiey pay¬ 
ment will be at once increased; thus the farmer who is 
bound to pay oOOZ. a year as rent to his landlord might be 
seriously impoverished, because this .500/. vould represent 
twice as much agricultural produce. It is, tluircfore, most 
desirable that the value of gold shoidd rem.ain as constant 
as possible. Hence, if an increase of population and wealth 
causes a country to require a greater amount of coinage, 
the demand for gold and silver which is thus produced 
represents a real want. 

Although it is clearly important that prices should not The aver- 
vary, the question now arises, Why should prices happen 
to be what they are at any imrticular time ? Why, on the ,iitigg y 
one hand, should there not have been a smaller production determined 
of gold, and lower *priccs—or why, on the other hand, 
should there not be a greater production of gold, and 
higher prices ? The gold mines of the world have never gold. 
in one year yielded more than a small portion of what 
they might have yielded if more labour and capital had 
been employed upon them. But this increased amount of 
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labour and capital has not been embarked in gold mining, 
precisely for the same reason that a greater quantity of 
labour and capital has not been employed upon the mines 
of (lornwall. If the price of copper were greatly increased, 
then copper mining would become a more profitable specu¬ 
lation. There would be a greater inducement offered to 
extend mining operations, and an increased amount of 
copper ore would inevitably bo raised. If, on the other 
hand, the value of copper were diminished, the profits of 
copper mining would also be diminished, and a smaller 
(luantity of copper ore would be annually raised. If, in 
the .same way, the value of gold were to increase, or, in 
other words, if general prices were to decline, an increased 
({uantity of gold would be annually produced. If, on the 
contrary, the value of gold were to fall, or general prices 
to rise, the profits of gold mining would be decreased, and 
the annual yield of gold would diminish, because with the 
diminution in the profits of gold mining there would bo 
less inducement to employ labour and capital upon gold 
digging. An increase in the demand for gold is evidenced 
by a fall in the price of commodities; but, as we have just 
stated, such a fall in general pi'ices stimulates an increase 
in the annual yield of gold, and in this manner an agency 
is constantly brought into operation to equalise the supply 
of gold to the demand, or, in other words, to preserve 
jui uniformity,of general prices. The process is exactly 
analogous to the equalisation of the supply to the demand 
in the case of every other commodity. If the demand for 
cotton goods increases, the juice or value of cotton goods 
will rise, but a rise in the price of cotton goods causes 
their supjdy to be also increased. The reason, therefore, 
why there is an apparent exception in the case of gold 
arises from this circumstance. An active demand for 
any other comrnodity is characterised by‘a rise in its 
price or value. The same holds true with regard to 
gold, but since the price of gold is a meaningless ex¬ 
pression, it is necessary to say that «,n increased demand 
for gold signifies a rise in its value; a rise in the value 
of gold can, however, only bo shown by a fall in general 
prices. 

The leading propositions established in this chapter are 
briefly these:—If the demand for gold increases without 
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the sources of its supply becoming more productive, the uookhi. 
increased quantity of gold required will be obtained at , c"- vi- ^ 
a greater cost, and the result must be that the value of 
gold will rise. An increase in the value of gold must be 
shown by a fall in general prices. If, on the other hand, 
rich gold mines should be discovered, and thi; cost of ob¬ 
taining gold should be lessen(;d, the supply of gold will be 
increased, and its value must inevitably d<'clino, unless 
circumstances should simultaneously ha 2 )pen whicih should 
cause various countries to recpiire a greater amount of 
gold money. If such circumstances should occur, <aji in- 
(irciiso in the demand for gold might bc’ created, and the 
whole of the additional gold yukled might be absorbed 
without the value of this metal being decreased. If, on 
the other hand, no circumstances should occur to ine.reivse 
the d(!niand for gold, the increase in the supjdy of gold 
must cause a decrease in its value. But a diminution in 
the value of gold, or, in other words, a rise' in general 
prices, creates an incr<‘ased enqiloytiieiit for gold, becausi' 
if the price of a commodity is increased, a great(.'r amount 
of money is required to be u.sial eiieh time a eonnuodity is 
bought and sold. In this way the suppl\ of gold will be 
always oquali.scd to the demand, because, as the value of 
gold becomes depreciated by an increastsl su])])ly, the 
demand for gold will also be increased in exact pro¬ 
portion to the amount of this depreciation. Thus, if 
the value of gold is deenaisod one half, or, in other 
words, general prices an- douhh'd, the ([uantity ol gold 
money retjuired will also be; doubled. 'I’his ))rocess of 
equali.sation is moreover assisted by the two following 
circumstances: 

In the first place, as the value of gold diminishes, virciim- 
a greater quantity of it. will be used for purposes of ait 
and manufacture, and in this way a portion of the ad- to eqmlist; 
ditiona! supply of gold may be absorbed thedemmui 

In the second place, a decrease in the value of gold 
exerts an influcnca to limit the supply, because gold • 
mining will be rendered less profitable, and therefore the 
least productive mines will gradually cease to b(; worked. 

It will he shown, in a future chapter, that the principles 
just enunciated render us much assistance in detennining 
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> , in Australia and California. 

We have, in this chapter, explained the manner in which 
the demand for gold is o(]ualised to its supply in the case 
of the countries which produce it; but other countries, 
such as our own, either yield no gold [or yield it in such 
small (iuantities that it would not be profitable to work it, 
except in so far as it is found incidentally to the working 
of other metals. Such countries obtain their supply of 
gold by importation]. It will be, therefore, necessary to 
call to our aid the principles of international trade, in 
order to explain how the (juantity of gold is regidated 
which a country like England annually retains for the 
purposes of coinage. The; subject of inteniational trade 
will therefore be considered in the next chapter. 




CHAPTER VII. 


FOllElON COMMEUOE Oil INTEKNATIONAL TllADE. 


T he advantages which a coiinky doi’ivi;s from foreign 
commerce must be iiateut to the most (‘.asual obsen'c'r. 
By foreign commerce a country obtains various com¬ 
modities which she cannot prodm^o li(!rsclf; her piH)ple do 
not perhaps possess the retpiisite skill, or her climate and 
other circumstances of her physi(;al c(jndition ai'o unsuited 
to the growth and manufacture of the prodiu'ts in (jucstion. 
Foreign commerce therefore extends the rang<^ of man’s 
enjoyments; he is not confined to the products of his own 
soil, but commodities are brought from every region of the 
world to minister to his wants. Foreign commerce, how¬ 
ever, confei’s another advantage which is e(pially important; 
a single example will show how greatly foreign trade 
stimulates the production of wealth b}', imireasing the 
efficiency of labour and capital. 

If the economic condition of various countries is con¬ 
sidered it will at once be perceived that there is the 
greatest possible variation in the relative advantages which 
they respectively possess for the pnxluction of various com¬ 
modities. For instance, the mixture of iron-stone and coal, 
often in alternate seams, gives England exceptional ad¬ 
vantages in flic manufacture of iron, and the production of 
iron can be greatly incroivsed without any material advance 
in its price. The area of land in England which is suitable 
for the growth of wheat is so limited that it would probably 
be impossible to obtain from her own soil sufficient wheat 
for her population, and even if it were poasible, it would 
become necessary to resort to such unproductive land that 
wheat wouldadvance almost to a famine price. It is, 
therefore, obviously advantageous for England to obtain a 
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jiooK in. portion of her supply of wheat in exchange for iron. Other 
. , countries, such as the United States, Canada and Australia, 

possessing almost unlimited tracts of fertile land, can reatiily 
sup])ly England with the additional wheat she may require. 

As the advantages which a country derives from foreign 
commerce admit of being thus easily oxjilainod, it would he 
instructive, before investigating the subject further, to 
inquire how it has come to pass that the real character of 
the benefits conferred by foreign trade has often been 
misunderstood. It is scarcely necessary to remark that 
I until a time which was marked by the publication of Adam 
i Smith’s Wealth of Nations the doctrines of the mercantile 
I system obtained almost universal acceptance. It was sup- 
The faU posed that the gain which any country secured from foreign 

trade was to be estimated by the amount of money it 
cimtile brought into the country: and consequently the com- 

system. morcial policy of every country was (lomiuated by the 

desire, as far as possible, to encourage exports and to dis¬ 
courage imports; the greater the amount of goods that were 
I exported, the greater would be the amount of money to 
I bo received; and the larger the imports, the more money 
would have to be sent abroad to pay for them. If there¬ 
fore exports exceeded imports, money would have to be 
received, and the balance of trade was .said to be favourable; 
whilst if imports exceeded exports the balance was re¬ 
garded as unfavourable. Various expedients wore from 
time to time adopted to secure a favourable balance 
of trade. Exports were encouraged by the granting of 
bounties, and imports were restrained by the impo.sition of 
! duties and in various other ways. Although the system 
; of bounties has long since been given up in England, yet 
formerly foreign trade was sought to bo controlled quite as 
much by bounties on exports as by restraints on imports 
Adam Smith says*: “Aunties upon exportation are, in 
Great Britain, frecpiently petitioned for, and sometimes 
i granted to the produce of particular branches of domestic 
industry. By means of them our mfjrchants and manu- 
; facturers, it is pretended, will be enabled to sell their goods 
as cheap or cheaper than their rivals in the foreign market. 
A greater quantity, it is said, will thus be exported, and 
the balance of trade consequently turned more in favour of 
■ Wealth of Natiom, Book iv. cUap. v. 
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otir own country.” Although there can be no doubt the «'«>» i“- 
, granting of bounties on exports and the impeding of im- . 
ports by the inii)osition of duties were in tlui tirat instance 
prompted by the desire to seeun; a favourable balance of 
trade, yet the system of protection which until a com¬ 
paratively recent period controlled the commei'ce of our 
own country, and still controls the commerce of most other 
countries, may be regawled as a natural developmeui of I he 
same policy. So long <as foreign commerce is considered 
to involve an antagonism between countries instead of an 
interchange of commodities which is mutually advan¬ 
tageous, it will inevitably be c(.)n<rliided that tin; intertists 
of the home' trader will be promoted at the expenses of his 
foreign rival both by bounties on ex[)orts and duties on im¬ 
ports. It is argued that the home trader who enjoys a 
bounty is placed in a bett('r position to uud(!rsell his foreign 
eom})etitor 8 in their own markets, whilst at the same time 
he can be effectually protected by sufficiently high import 
duties against their com])etition in his own market. 

England and Holland ai'e almost the only countries which 
have adopted a complete free tiwle policy; and as iti 
' many countries, including even ourow7t colonies, protecthu) 
holds an extremely strong {)osition, it becomes of much 
practical importance to consider the advantages couferrc'd 
upon a country by foreign commerce. In oi-dor to simplify 
the case as much as possible, let it be in tbi.: first instance arouutry 
assume<l that the foreign tradi'. between England and hy jWeiijn 
France consists in the exchange of two commodities only 
—iron and wheat—that iron is sent from England in ex¬ 
change for wheat from France. Let it be supposed that, in 
France, the production of a ton of iron re([uiies as much 
labour and capital as the production of twenty sacks of 
wheat; but that in England the same ejuantity of iron re- 
(piires as muc!h labour and capital as would produce ten sacks 
of wheat; then iron, estimated in wheat, is twice as valuable 
in France as in England. Enghand therefore might say to 
France—It will be greatly to our mutual advantage if you • 
will lot me supply you with iron, and receive from you 
wheat in exchange for it. For suppose you give me fifteen 
sacks of wheat for each ton of iron that 1 send you, then we 
shall each gain five sacks of wheat on every transaction; 
if you manufacture the ton of iron yourself, it would cost 
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you as much as twenty sacks of wheat, whereas you only 
have to giv(! mo fifteen sacks. On the other hand, I should 
only l)(j able to got ten sacks of wheat tor a ton of iron, if 
1 sold the iron in my own country. We, therefore, each of us 
obtain a profit upon the transaction, which is represented in 
value by five sacks of wheat. This is a great gain, and a great 
saving of wealth, for the gain is made at no one’s expense. 

In order that two countries should enjoy those striking 
advantages which have just been pointed out as resulting 
from foreign commerce, it is not necessary that of the two 
commodities exchanged the first should bo dearer in the 
one country than in the other, and that the second com¬ 
modity should bo cheaper; all that is necessary is that in 
the two countries there should be a ditference in the' 
relative value of the commodities which are exchanged. 
It is very important to bear this remark in mind ; its truth 
may be illustrated by an example. Suppose the cost price 
of a ton of iron produced in Franco is 30i., and that the 
price of a sack of wheat is 30*'.; a ton of iron would 
therefore exchange in France for twenty sacks of wheat. 
But, in England, a ton of iron is supposed to exchange for 
only ten sacks of wheat. Let it therefore be considered 
that a ton of iron in England is worth lOi., and that a sack 
of wheat is worth 1 1. Wheat and iron are therefore both 
cheaper in England than in France, but iron is throe times 
as dear in France as in England, and wheat is only one 
and a half times as dear. There is, therefore, a ditference 
in the relative value of wheat and iron in the two countries, 
and hence a foreign trade in these two commodities can 
be carried on with great a^lvantage to the two countries 
concerned. For if England gives France a ton of iron in 
exchange for fifteen sacks of wheat, each country will upon 
the transaction obtain a profit which in value is to be 
estimated at five sacks of wheat. But all the gain which 
arises from this exchange would bo at once lost if there 
were no ditference in the relative value of wheat and 
iron in the two countries, for if whtat as well as iron 
were three times tJs dear in France as in England, it 
would be impossible for England or France to realise 
any profit by exchanging iron for wheat; the transaction 
would involve heavy loss to each party, because there 
would be no profit to counterbalance the expense in- 
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volved in exporting the commodities from one country to 
the other. 

In explaining the profit realised hy two countries from 
foreign commerce, we omitted to mention the cost of 
carrying these commodities from one country to the other. 

This cost of carriage has, of coui'se, to be deducted when 
estimating the aggregate gain resulting from foreign trade. 

This item must not only be oonsidored, but it will be also 
necessary to point out the cau.ses which fix the exact 
proportion of the whole cost of carriage wiiich is borne by 
eacih of the two countries. It will, however, much simplify 
our investigations if for the present the (ionsideration of 
the cost of carriage is omitted. In ord(3r still more to 
simplify the stihjtjct, it may, in th(! first instance, bo as¬ 
sumed that England’s foreign commei’ct.^ is restricted to one 
country, and that her exports to this country, and her im¬ 
ports from it, are confined to two commodities. Reverting 
to our former example, let it be suppos('d that England’s 
foreign commerce consists entirely in sending iron to 
France, and rccinving whi'at in (ixchange I'or it. As yet 
it has only been proved that England and France would 
both rcsalise considerable profit if there was a difference in 
the relative value of wheat and iron in the two countries. 

It has been shown above, that upon every ton of iron ex¬ 
ported, England and h'rance might both obtain a profit 
equal in value to five sacks of whe^at, if a t^ai of iron were 
worth twenty sacks of wheat in France and ton sacks in 
England: this particular profit woidd manifestly be realised 
if fifteen sacks of wheat were given for one ton of iron. 

But the question now arises—Is it necessary that these, whatwould 
and no others, should be the terms of the bargain ? Why 
should not twelve sacks of wheat instead of fifteen sacks exelmwiei 
be given for each ton of iron ? The trade would still he 
highly remunerative to each country, although the profit 
resulting from the transaction would now he unequally, 
instead of equally, distributed, for France would obtain a 
profit represented by eight sacks of wheat upon each ton 
of iron exported from England, whereas the profit realised 
by England upon the same transaction would be no more 
than two sacks of wheat. The terras of such a bargain are 
certainly not regulated by blind chance; the buyer and 
seller in the transactions of international trade are shrewd 
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BOOK m. merchants, whose business it is to buy as cheaply as they 
cn. Yii. ^ dearly. Wo will, therefore, proceed to 

describe the manner in which the bargain is ultimately 
atljii.stcd. 

The pro- If England could receive fifteen sacks of wheat for every 
whidfthe. exported to France, the quantity of iron 

eiiitaiiiut- which she would be willing to export upon those terms 
tionofmip- might bo greatly in excess of the quantity of iron which 
requires. If this be so, then the "supply of iron to 
ejfected in France would manifestly bo in excess of the demand; it 
thin cnee, will, therefore, bo necos.sary to consider how the supply, 

^ equalised to the demand. In making this in- 

which vestigation it will be shown that the proce.ss by which 
takes pktee this equalisation is effected exactly resembles that process 
trdd/!"^ of equalisation which takes place in the case of com¬ 
modities which are bought aird sold in the country where 
they are produced. 

When the supply of any commodity is in excess of the 
demand, the commodity must be cheapened in order to 
equalise the supply to the demand; by cheapening the 
’ commodity its supply will be diminished, and the demarjd- 

for it will bo increased. England^, therefore, will be c 6 m- 
pelled to offer her iron to France on more favourable terms, 
if the quantity of iron which England exports is more than 
sufficient to meet the demand which France has for iron. 
Let it, therefore, be assumed that France only gives Eng¬ 
land fourteen sacks of wheat instead of fifteen for each 
ton of iron. This change in the terms of the bargain will 
manife.stly exert an influence in two distinct ways towards 
equalising the demand for iron in France to the supply 
which is imported from England. 

An in- In the first place, the profit obtained upon the trans- 

action by the English manufacturer of iron will be di- 
'^'ctmntry minished, and, therefore, he will be induced to export a less 
for the pro- quantity of iron to France than he did T*men fifteen sacks 
Mer”^ of wheat were given for each ton of iron. The supply of 
makes the *0 France will in this manner ffie decreased. The 

terms less demand for iron in France will, at the same time, be in- 

creased; because if any commodity is cheaper the demand 
’ for.it always becomes greater. Iron must manifestly be 
cheapened in France if fourteen sacks of wheat instead of 
fifteen are given for each ton of this metal which is im- 
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ported. If, however, this alteraticm in the tcn>i.s of the 
bargain is not sufficient to equalise the demand to the 
supj)ly, and if the (juantity of iron whieh England is will¬ 
ing to export still exceeds the (juantily which France 
requires, the' terms of the bargain must be further altered 
iti the same direction. It may, therefore, be assumed that 
England will be compelled to otfer France iron at th(> rate 
of thirteen instead of fourteen sacks of wheat tor each ton 
of metal exported. Let it, therefore, bi' supposed that, 
these are the terms upon which tin- international tiade is 
finally adjusted; thirteen sacks of wheat being exchanged 
for one ton pf iron. Some important propositions may be 
deduced from tin; description whi(rh has just been given 
of the internal mechanism which regulates tlu' bai-gains 
of international trade. 

As an example, the reader will observe that the wh()l(> 
protit whieh accrues iq>on each transaction of international 
commerce is shared, between the two tr.ading countries, in 
the inverse ratio of the demanfl which one l•ollntr\ has for 
the commodity which it imports from the other. I'hus, in 
the ca.se just considered, tjje partition of tlu' jiroHt between 
Franco and England is tmuh.‘ acc.oiTling to tin' following 
ratio:—England, upon each ton of iron c^xportid, obtains 
a profit equal in valium to threr; sacks of wheat, wheix'as 
the profit secured by Franco is seven sacks of )\ h(.'at, or, 
in other words, more than twice as much ?is that which 
falls to the lot of England. But if the demand for iron in 
France .should increase, France would obtain a smaller 
share of the profit, and England of course a grea.t.er share. 

This proposition, after what has been stated, can scarcely 
need any explanation. W'hen thirteen sacks of wheat are 
given for one ton of iron, there is a certain detinit e ipiantity 
of iron which, England is willing lo export upon thes(? 
terms. But if thi^ particular (juautity of iron no longer 
satisfies the demand of France, then France, in order to 
induce England to send her more iron, must offer higher 
terms for this iron; ahd thus France, may, in consecjuencc 
of her incrcastid demand for iron, be compelled to give 
fourteen sacks of wheat instead of thirteen for each ton of 
.iron. The whole profit of the transaction will then be 
divided between France and England in the ratio of six to 
Ifour, instead of in the ratio of seven to thi’ce. 
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Let us next inquire what will be the effect upon the 
ratio in which the aggregate profits are divided if the 
production of one of tlie coininodities interchanged is 
ch(!apened in England, but not in France. Sujipose that 
in England some rich deposits of iron ore arc discovered, 
or that, in the process of smelting, some imjirovcments are 
intri>duced which France has not either the appliances or 
the enterprise to adopt. The cost of producing iron might 
in this manner be so materially diminished in England 
that a ton of iron will become C(|uivalent in value to eight 
sacks of wheat instead of ten, while at the same time there 
is no diminution in the cost of jrroduciug iron in France; 
and therefoi-e in that country a ton ol‘ iron, if no supplies 
were obtained from other countries, woidd be still equiva¬ 
lent in value to twenty sacks of wheat. The whole profit 
which will now result from the interchange of iron for 
wheat between England and France will be represented 
by twelve sacks of wheat, instead of by ten. The question 
therefore arises, Will England be able to appropriate to 
herself the whole of the additional profit ? That she will 
be able to-do so may at first sight seem probable, because 
the improvements or discoveries which have cheapened the 
cost of iron are due entirely to her, and have as yet exerted 
no effect in diminishing the cost of producing iron in 
France. England has previomsly been obtaining froth 
France thirteen sficks of wheat for each ton of iron. If 
France were still to carry on the commerce upon these 
terms, now that a ton of iron is only worth eight sacks of 
wheat in Englaiul, the profit obtaiiuid by England would 
be increased from three sacks of wheat to five sacks of 
wheat; she would thus appropriate to herself the whole 
advantage arising from the diminished cost of iron; France 
still having to give for iron exactly what .^e did before. 
But the competition of the English ironmasters will in¬ 
evitably prevent this taking place: directly they find that 
the profits obtained upon the export of iron to France are 
so greatly increased, they will be aifxious to send a much 
larger quantity of iron to France; iron will, in fact, be 
forced upon the French markets, greatly in excess of the 
quantity required. This is sure to be the case, since before i 
increased exports of iron were encouraged by high profits, 
the demand for iron in France was exactly equalised to its 
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supply. The terms upon which the trade between France 
and England is conducted must become loss favourable to 
the latter country, in order to induce England to export 
less iron, and also to induce France to purchase a greattu’ 
([uantity of the iron imported from England. In this 
manner England may be compelled to acce])t only 
eleven, or even ten sacks of wheat, I'or each ton of iron. 
WT; have here simply to repeat, what was stated in the 
case above analysed, that the terms upon which the bargain 
is finally adjusted depend eutindy upon the o(pialisation 
of the demand to the supply. If, when a ton of iron is 
exchanged for eleven sacks of wlnsit, the (piantity of iron 
sent to France is in excess of that wliich sin; retptin^s, the 
terms of the exchange must be again adjusted ; it may, for 
instance, happen that when only tim sacks of wheat arii 
given for one ton of iron, the d(miand for iron in France 
will be exactly e<pial (o the .supj)ly; if this bi; so, thim ten 
sacks of wheat for one ton of iron will be tin* tm'ins u]X)u 
which the exchange is finally adjusted. Ihit if these wer(‘ 
the terms upon which the bargain was ultimately arranged, 
it is manifest that France mu.st obtain the greater ]iorti<)n 
of the profit which .ai’ises from the diminished t;osl of pro¬ 
ducing iron, even although this diminution in the, cost ol' 
producing iron has been confiiusl entirely to Eiigland. If 
^u sacks of wheat are given for a ton of iion, the profit 
secured by France upon each ton of iron .she imports will 
be an eijuivalent in value to ten sacks of wheat, whereas 
the profit .secured by England will be only two .sacks of 
wheat. 'I'his is a smaller profit than she obtaitied before 
the cost of producing the iroti she exports was reduced. 
France, therefore, has been able to appropriate tins whole 
of the additional profit. This may appear a parodoxical 
result, but it is one which very possibly may really occur. 

Allusion ha!i so frequently be<;n made in Ihis clmpter to 
the profit arising from international trade that the <jues- 
tion will be naturally asked—Into whose possession does 
this profit ultimately i'all ? When England obtains a profit 
of five sacks of wheat upon each ton of iron she exports, is 
this profit solely enjoyed by the hinglish merchant, and 
the English ironmaster, or is it distributed amongst the 
whole nation? In answering this (question it must be 
borne in mind that the profit arising from international 
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trade is due to a saving of labour and capital; this profit 
cannot bo permanently retained by the merchants, or by 
those who produce the commodity exported; because, as 
has been so frequently remarked, the competition of capital 
prevents exceptionally high profits being permanently se¬ 
cured in any branch of industry. It would, therefore, 
appear that the advantages which a country derives from 
foreign commerce will be distributed amongst the con- 
.sumers of the importisd commodity. It, therefore, becomes 
necessary to consider how this distribution of gain amongst 
the consumers of importe<l commodities is effected. • 

It has been supposed that in France a ton of iron costs 
as much to produce as twenty sacks of wheat, whereas in 
England the production of a ton of iron only costs as much 
as ten sacks of wheat. It is, therefore, evident, supposing 
there were no foreign commerce between the two countries, 
that the price of iron would be 201. a ton in France, when 
the pi’ice of wheat there was \l. per sack, and that in 
England the price of a ton of iron would be iol., when the 
price of wheat in England was .‘lOs. a sack. What effect 
would be produced upon the price of these commodities 
by a commerce between the two countries ? In order to 
investigate the (juestion which has just been put, let it be 
supposed that France gives Englaml fifteen sixeks of wheat 
for each ton of iron; a ton of iron must now, therefore, 
in each country, be worth as much as fifteen sacks of 
wheat. In France a ton of iron cannot any longer be 
worth more than fifteen sacks of w'hcat, because in ex¬ 
change for this (juantity of wheat England is willing to 
give a ton of iron. Again, ten sacks of wheat will no 
longer be worth as much as one ton of iron in England, 
because, by sending iron to France, one ton of iron will 
procure fifteen sacks of wheat. The value of iron, there¬ 
fore, if estimated in wheat, has risen in England, and 
declined in France; or, considering the question from a 
different point of view, it may be said that the value of 
wheat, estimated in iron, has fallen in England; whereas, 
on the other hand, it has risen in France. Foreign com¬ 
merce has, therefore, in each country, produced a change 
in the relative value of these two commodities. The price , 
of a ton of iron will now, in France, be no longer equi¬ 
valent in price to twenty sacks of wheat. In the same 
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way the price of a ton of iron will, in lUngland, bt; no 
longer equivalent to the price of ten sacks of wheat; for 
since in each country a ton of iron now exchanges for 
fifteen sacks of wheat, the price of a ton of iron must in 
each country be equivalent in price to fifteen sacks of 
wheat. If, therefore, in England, a ton of iron still con¬ 
tinues to sell for 10^., fifteen sacks of wheat will only st.'ll 
for 10/.; or, in other words, wheat will be Id.-.. 4f/. a sack. 
If, in the same manner, wheat eontinues to be 1/. ])er sac:k 
in France, a ton of iron will there sell fi>r 15/.; there will 
therefore have been a niduction of twenty-fivi- ))er cent, in 
its ])rice, for Ixdore, a ton of iron sold foi- 20/. Hence it 
appears that the (effect of foreign commerce bcdwecm two 
countri(!s is to reduct! the price, in each country, of the 
commodity which is imptjrted; wheat will be reducttd in 
pric-e in England, and iron will be reduced in price in 
France, and the pttrsons who consume w'heat in England, 
ajid those who u.se iron in Frantte, will eonsetiuently have 
distributed amongst them the gain which results from 
international trade. In fact, the main etfeitt, of foreign 
commerce is to increase the. efficiency of labour and 
capital: foreign commerce caustts labour and (tapital to 
be apftlied in such a manner as will make them most pro¬ 
ductive of wealth. According to our assum|)tion, England 
possesses peculiar advantages for tlie mamifiU!lure of iron, 
whereas France is much better adaptetl to grow wheat 
than to product; iron. Each country must, therefore, be 
muttially benefited, if England })roduccs iron for France, 
and France grows wheat for England. 

Wc do not pretend to say that tin; figures above given 
represent with luimerical accuracy th<! reduction in the 
price of iron and whe-at which would acttially occur. 
According to the hypothesis just made, wheat will in 
England be reduced in price to 1 3 . 9 . Id. a sack, and iron 
will in France be reduced to 15/. a ton, if it is supposed 
that the price of iron in England, and the price of wdieat 
in France, are unaffijcted by the international trade be¬ 
tween these two countries. But it will be; shown that 
this cannot, as a general rule, bo the eases. Let it, for 
instance, be assumed that 500,000 tons of iron is the 
quantity which England each year reijuires for her own 
use, and that she ann\ially exports to France 100,000 j 


BOOK III. 
CH. VII. 


Tlw price 
0/ the /w- 
ported 
commodity 
is Unvo’ed 
in the, ini> 
portioy 
country. 


The price 
of the eX’ 
ported 
commodity 
is general' 
hj affected 
in the 
counti'y 
exporting 
it.ie 



390 


Manual of Political Economy. 


BOOK III, 
OH. vn. 


tons; the ([uestion will then be suggested:—Will the 
price of iron bo raised in conse(]ucnce of the additional 
100,000 tons of iron which have annually to be produced 
for export to France ? If no rise of price results, the 
price of iron will be unaffected by foreign trade. But it 
was shown, in Chapter iii. Book irr., that the price of 
niinei’als is regulated by laws analogous to those which 
control the price of agricultural produce. Consequently, 
in the absence of any counteracting circumstances, the 
price of iron must rise if its supply has to be increased, 
because le.ss productive veius of iron-stone will have to be 
worked in order to obtain the additional 100,000 tons of 
iron annually exported to France. These considerations 
show that tin' price of iron may very possibly in England 
be advanced from lOi. to V2l. a ton. If this be so, the 
importation of wheat from France will not cause so great a 
reduction in its price as that above supposed, for although 
England may .still obtain fifteen sacks of wheat for one 
ton of iron, yet this ton of iron is now worth 12i.; the 
fifteen .sacks of wheat will therefore be wori.h 12/.; or, 
in other-words, wheat will in England be Ids., instead of 
13.S-. 4d., a sack. 


H may be 
mppoeed 
that the 
benefits of 
interna¬ 
tional 
trade are 
at the coat 
of one class 
of traders. 


We trust that it has now been made evident that it 
is not the traders, or merchants, but the consumers of 
imported commodities who derive the grtiatest benefit 
from foreign oommerce. A cursory view, however, of the 
subject may perhaps induce some to believe that the 
advantage resulting from foreign commerce is in a great 
degree counteracted by the pecuniary lo.ss which is in¬ 
flicted upon the home-producers of those foreign com¬ 
modities which are reduced in price by foreign importa¬ 
tion. For instance, with reference to the trade in wheat 
and iron supposed to exist between France and England, 
it may be .said, that, though there can be*' no doubt as 
to the benefit conferred upon the English nation by a 
reduction in the price of wheat from SOs. to I6s. a sack, 
it should on the other hand not bb forgotten that this 
reduction in price must inflict serious loss upon the 
English growers of wheat; comsequently the community 
is benefited at the expense of one class of traders. This 
I opinion, in fact, forms the ground-work upon which are 
j based many of the fallacious arguments of the advocates 
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of protection. We -will, therefore, pnweed to explain the 
manner in which the position of the homo producer of a 
commodity is affected when the price of the tiommodity is 
reduced by foreign importation. 

In the example above investigated, the hypothesis has 
been marie, that 100,000 tons of iron arc ea(^h ye.ar seid. to 
France, for which l^tigland obtains in exchanges 1,500,000 
sacks of wheat. Englaiul, now that she iinjwrts wheat, 
will manife.stly have; to raise from her own soil a diminished | 
(piantity of wheat. Her own yield of wheat might be : 
annually diminish(!d by 1,500,000 .sacks. The area of her 
soil which is devoted to the growth of wheat will, therefore, 
be lessimed, and wheat will no longi'r bo grown upon that : 
land which is least fertile; or, in olhei- words, the least 
adapted to the grow'th of wheat. The margin of (Silti- 
vation will thend'ore ascend, and rents must be reduced. 
Th(( farmer will thus idtimately be comp(msated for (he 
reduction in the price of \vh(!at; the landlords will sutler 
a hj.ss from this diminution in the value of their land ; the 
farmers may also be temporary losers; some farmers, for 
instance, may be bound by long leases, an<l retits may not 
be immediately adjusted consistently with tlu' risluetion 
which is supposed to have taketi place in the price of 
wht'at. The home-trader, therefore!, may no doubt l.em]) 0 - 
rarily suffer loss from the; competition ot’ foreign traders in 
the same branch of iudustry; but it must bee retmmibered 
that everything will again be adjusted, tecausee, as has 
been so freepiently remai'ked, the coinpotilion of capital is 
constantly exerting a tendency to smooth down any tem¬ 
porary inequality in the profits of different trades. Fiven 
if it is admitted that any particular class of traders iwe 
injured by ft)reign importatioms, the lo.ss of profit which 
they thus suffer cannot justly be r'gardtid as a confiscation 
of their private property, against which the Govi!rnment is 
bound to protect them, 'riiere can be no right to which a 
nation has a juster claim, than that every individual of the 
community should l|p freely permitted to obf ain commodi¬ 
ties where ho can buy them on the cheapest (erms, and to 
sell them where he can realise the highest prici!. 

The trside between England and France—which, as an 
illustration, has already been analysed—suggests one or 
two other points for consideration, which must be ex- 
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ainined in order to establLsh a complete theory of inter¬ 
national trade. Summarising the hypothetical result at 
which we havi! arrived, it will bo remembered that 100,000 
tons of iron are exported from England, and that in ex¬ 
change; for this iron, 1,.500,000 sacks of wheat are imported 
into Kngland. It has also been supposed that iron has 
been raised in price in England from \0l. to 12/. a ton, in 
cons(;quence of this foreign demand; hence it has been also 
couchided, that since fifteen sacks of wheat are given in 
exchange; for one ton of iron, fifteen sacks of wheat will 
be in England of the same vahxc as one ton of iron. 
But if Ihis be so, tin; price of wheat must manifestly be 
in Englaml Ki.s'. a sack, because the price of iron is con- 
siderecl to be 12/. a ton. It has been as.sumed that, if there 
were iio foreign tradi', the price of wheat in England would 
be 30 a'. a sack; let it al.so be supposed that the English 
nation annually consunu's 0,000,000 sacks of wheat. Con¬ 
sequently English farmers can gi’ow 0,000,000 sacks of 
wheat, and obtain the (uirrent rate of ])rofit if the pi'icc 
of wheat is 30a-. a sack. But if 1,500,000 sacks of wheat 
are imported into England from France, the quantity of 
wheat which will then be re(|uired to bo grown in England 
will be 4,500,000 saiiks instead of 0,000,000 sacks; those 
lands, thei-efoie, will be no longer sown with wheat which 
are least adajxtod for its growth ‘. It has been prcviou.sly 
[iroved that, the |.)rice of wheat is determined by the cost of 
producing it. on those soils which are the least fitted for its 
growth. Tin; price of wheat, therefore, will manifestly 
decline if the ([uantity which is reijuired to be grown in 
Englaml is diminished twenty-five per cent.; such a de- 
cr(;asc as this in the (] uantity required to be grown at home 
will manifestly result from the importations from France. 
Befon; these foreign importations commenced, 30.9. a sack 
was a price adeijuate to remunerate those whO grew wheat 
upon the least fertile soils. The ipiestion therefore arises:— 
What will be the price which will adequately remunerate 
the growers of wheat, wdien the quantity of wheat requii’ed 
is diminished twenty-five per cent. ? 

The terms upon which the foreign commerce between 

t In order to simplify the investigation it is for the present assumed 
that the demand for wheat is not increased in consequence of its dimin¬ 
ished price. 
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England and France is supposed to be conducted imply 
that the price of wheat in England would be 10.s. a sack. 
But now this important point htis to "be considered—Will 
the (|uantity of wheat which is recjuired by England 
(namely 4,500,000 sacks) be grown if the English farmer 
can only obtain l(j,v. a sack for wdioat^ It is manifest 
that the ijuantity of wheat required will not be produced 
if 1 (),v. a sack is not a remunerative price, for English I 
fanners grow wheat for profit, and not for philanthropy. 
The people, howc'ver, must be supplied with wheal ; if 
tliereforo 16s. a sack is not a sufficient price to induce the 
English farmers to grow the ([uanlity of wheat roqiured, 
a higher price will bo willingly offtsred, rather than that 
there should be any defidinicy in the su]j]ilv. Let it 
therefore be supposed that wheat advances to 2()s. a .s<ack, 
and that at this price the supply is suthcicnt to meet the 
demand. But let us now consider in what manru'r the 
commerce between England and Ekuks! will he aliiicted 
by this advance in the pric(! ul' wheat. At first .sight 
it may appear that the itrofits of those who export iron ' 
would be inionnously increased by this advance in the 
price of wheat; an iron-master, for instance, if he sells 
a ton of iron in England only obtains 12/. for it, w'hereas 
by sending it to France he can e.xehange it for fiffewn 
sacks of wheat, which are in England worth 15/.; theri'- 
fore his profits appear to be increastid by, ',M. upon each 
ton of iron exported. But thi' compx'tition of capital will, 
in this as in every other case, render it ini})ossiblc for the 
iron-master to conf.iime apjuopriating to himself these' 
exceptionally high ))rofits; each iron-mas1(‘r would (.'agerly 
.strive to send as much inm as ])ossible to Framu' if the | 
price obtained for a ton of iron exported to Fraiusi ex- ^ 
cecded by 3/. the price realised for the iron when sold in i 
England. This anxitjty to export iron would soon cause, i 
the French market to be over-.supplied; iron would there- ; 
fore fall in price in France, or, in other words, iron w'ould | 
exchange for a less ijuantity of wheat. In this way the i 
quantity of wheat given for a ton of iron might be reduced 
from fifteen to twelve sacks. This fall in tlm price of 
iron in France will increase the demand for iron in that 
country, and it may bo supposed that 120,000 tons of 
iron are exported to France, whereas the annual export 
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of iron had before only amoniited to 100,000 tons. This 
increased demand in Franco for English iron will affect 
its pric(! in the latter country, and the price may con- 
se(juently advance in England from 12/. to 13/. a ton. 
Such are the terms upijii which it may be supposed that 
the exchatige between the two countries is ultimately con¬ 
ducted. A ton of iron will therefore now be ecjuivalent in 
value to twelve sacks of wheat; but a ton of iron is in 
England waath 13/., therefore the ])rice of wheat, in Eng¬ 
land will be 21.s. Hd. a sack. When wheat is at this price 
a much greater (|uantity can bo grown in England at a 
reniunerative profit than when a sack of wheat sold for 
1G.S.; it may, thorefoi-e,, be assumed that the wheat )iow 
grown in England, together with the wheat imported from 
France, is suflicient to supply the English mai-ket. From 
what has been just stattal it will be perceived that it is 
neces.sary, in order to adjust the oipiation of international 
trade, that the demand and the supply should be e([ualised 
in both the eonntrie.s. 

Is the con- i It will be remarked, that the price both of the imported 
eommM ' exported commodity is affected by foreign cotn- 

ties in- nierce. It has, for instance, been supposed, if England had 

variahhj no foreign commerce, that the price of wheat would be 

national Fas bccu sliown that, by foreign commerce, the 

trade? price of a sack of wheat may be reduced from dOs. to 
2 Is. 3(/., and the price of a ton of iron raised Ironi 10/. 
to 13/. It may therefore be naturally asked:—Is it certain 
that the consumer of (!ommoditios is benefited by foreign 
commerce ? May not the advantage arising from tne 
reduction in the price of the imported commodity be 
entirely nullified by a rise in the price of the exported 
commodity ? It can be proved, without entering into 
details, that the wealth of a nation must be' increased by 
foreign commerce. Foreign commerce increases the pro¬ 
ductive powers of labour and capital by causing labour 
and capital in each country to be applied to those par¬ 
ticular branches of industry for which the country has the 
gre<atest natural advantages. Thus the wheat imported 
into England would co.st very much more, if grown in 
England, than the iron costs with which this wheat is 
purchased from France. Cousecjueutly foreign commerce 
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increases the productive powers of labour and capital, and "o"* m- 
therefore must augment each nation’s wealth. ch. vn. ^ 

It is, however, no doubt true, that a particular chiss of it h posxi- 
consumers may not be benefitial, but, on the other hand, 
may be injured by foreign conim<!reo. If, for instance, dasH umy 
wheat is imported from France to England, in cxch.'inge hijumi. 
for iron, an increased (piantity of wheat must b(' growti in 
France, and, therefore, the price of wheat will rise in 
France; the iron which France' itnports from England will 
of course be reduced in price. But to the great body t)f the 
p(!ople, and certainly to the labouring cla.sses, cheap iron 
will afford no compensation whatever for even a slight rise 
in the price of bread. It is, however, to be home in mind 
that any special ehiss that may be injured by a risi^ in the 
price of an exported commodity will receive a compensation 
in the general stimulus giv<'n to the industry of a country 
by the devedopment of foreign commerce. There is no 
section of the community which will probably more largidy 
participate in these advantages than tin* labourers, because, 
as has often been e.v]ilaiued, the chief result of free ex¬ 
change, not only b('twe(,'n different eountri(,‘S b\d, also j 
between <lifferent parts of the .same coiuitry', is to incrt,‘as(.' j 
the (ifficiency both of capital and labour, and if more i 
wealth is produced by the expenditure of the same amoiiut! 
of capital and labour, more can be distributed as profits to ! 
the employer and as wages to the labomvft 

We have been the more anxious to point t)ut the lo.ss ; Aiilmiinl 
which foreign commerce may inflict upon those who con- i 
sumc the exported commodity, although the lo.ss is one mim-r m 
which is doubtless more than made up for in practice 
by counterbalancing advantages, bi^causi' it is too much ; 
the custom to think only^ of the interest of the trailer i 
or merchant^ and entirely to forgot tlu' consumer. Many | 
of our statesmen consider that the nation must be ad-, 
vancing in prosperity and happiness if the Board of | 

Trade Returns exhibit an augmentation in the ex))ort.s ! 
and imports. But •n behalf of the consumer it should be i ' 
borne in mind, that a rise in the price of the commodities i 
exported is not unfre(}U(;nt1y a prominent feature of an 
expanding foreign trade. Although this, as a pos.sible 
result of foreign trade, is one which ought not to be lost 
sight of, yet we should be the last to atlvocate that com- j 
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iiierciul intercourse between countries should bo impeded, 
becau.se commodities may rise in price in the country from 
which tiioy are exported. A policy which should attempt 
sncli restrictions would not only be unwise, but ought 
almost to be stigmatised as wicked. Man, we conceive, 
has an indofea.sible right that the W(;alth which ministers 
to his wants, and provides his enjoyments, should be pro¬ 
duced with as little labour as possible. This can only be 
secured by perfectly free commercial intercourse between 
all nation.s. The beuetits conferreil by foreign commerce 
are truly cosmopolitan; for foreign commerce brings men 
of every nation in contact, and thus becomes the most 
powei-ful agent of civilisation. It removes the barriers 
lictweeii nations, and makes them one, as far as their 
industrial economy is concenied. A rancorous (mmity, 
combined with an ignorance of the true principles of trade, 
for centuries raised cv(uy ])ossiblo obstatde to a trade 
between Franco and England. Many of our mamiftictured 
commodities are far superior to those possessed by the 
French; they, on the other hand, had products which 
could not be grown on our soil, and under our climate. 
If the Straits of Dover were bridged over by Ji narrow 
strip of laud, and the two countries formed one nation, 
it would seem inexpre.ssibly absurd that those who lived 
in the north of tluv country shotdd scarcely be permitted 
to taste the products which are grown in the south; it 
would seem etpially absurd, that people in one part of the 
country should bo compelled to manufacture certain com¬ 
modities, under the most unfavourable conditions, because 
they were not permitted to purchase these commodities 
in another part of the country, although there, the qualit}' 
would be better, and the price cheaper. A restrictive 
policy which seems so unreasonable if two nations become 
one, is not more defensible when the two' nations are 
sejparated by a boundary which is often merely artificial. 

It has been thought desirable to point out the injury 
which in certain cases may be inflicted on particular 
classes by foreign commerce, in order to show more clearly 
the causes which make so many countries still favour a 
! policy of protection. The advantages which England has 
; derived from free trade are so striking and so apparent, 
that our countrymen are perhaps too prone to treat those 
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who support protection with contempt and ridicule. It 
.should, however, be renienibered that in almost every 
country except our own the protectionist party is numerous 
and powerful. Free trade has never becm popular eitlier 
in France, the United States, or in our colonies. II. has 
moreover been repeatedly shown that in America and 
Australia the great body of the working iikmi arc ardiuit 
protectionists. "I’he reason of this is pi'obably duo to the 
fact that they observe the loss which may be inllicti'd ujion 
partictdar classes of the community by unrestricted foreign 
commerce, whilst tlnsy fail to understand t.lui advantages 
which will more than compensate this loss. It is supposed 
that labourers have a partitailar interest in prot.etding the 
trade to which they are accustomed against foreign com¬ 
petition. Thus a cotton op<a-ative in America might be 
ready to admit that the aggregate product ion of wealth in 
his country would be increased if all cottoti goods W(‘re 
importxid from Laucashire. Hut he would argue that; if 
the cotton manufacture .should (tease in America, he woidd 
lose the advantage of his .acipiired skill; he would be com- 
pclhid to rc^sort to some em])loymeut to which he was not 
accustomed, and in which he would couscsjuently (jbtain 
lower wage.s. It is only fair to acknowledge that the.se 
allegations may be true. The only way in which they (mn 
be met is to assert tin; principle that mankind in general 
is interested in having no unnecessary ohsl;«cles interjio.sed 
to the production of wealth. A government cannot be 
pursuing a just or wist! [tolicy if it causes the labour and 
capital of a community to work with dimini.sht!d etticiem^y. 
The abolition of all productive dutit!s in America might 
temporarily cause some lo.ss to particular classes, 'i’he 
introduction of the greatest industi-ial imja-ovennsits has 
always caused some sufiering to individuals. Not a few 
coach-propri^ors and njad-sitle innkeepttrs were ruined by 
railways. Every new mticbine that is invented dispenses 
with the necessity of employing some* kind of manual 
skill which was prewonsly a valuable possession to those 
who applied it. A govenimeut would not for tln'sc reasons 
impede the construction of railways or the introduction of 
machinery. It would be felt that the temporary interests 
of the few must not .stand in the way of the permanent 
welfare of the many. Similar considerations resting on 
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a wider basis suggest tlie arguments to be urged against 
protection. Free trade enables the labour and capital of 
each country to work with uiaxiniinn efficiency. The 
additional wealth which is consequently produced when 
commerce is unrestricted far more than compensates a 
nation for the temporary loss iiiHicted on individuals by 
the abolition of protective duties. 

Although, as previously remarked, few can now be found 
in England who would favour the re-imposition of protective 
duties, yet there arose a few years since a new and some¬ 
what curious obj(!ction to free trade. England, it is argued, 
is sutieriug because with regard to the abolition of protec¬ 
tive duties there has nut been sufficient reciprocity between 
her and other countries. Jt is in fact argued that free 
trade is excellent when all countries adopt it, but that 
a country pursues a too generous course, and one involving 
too much self-sacrifice, if she abolishes protective duties 
whilst her neighbours retain them. It is no doubt per¬ 
fectly true that England would be benefited if other 
countries adopted free trade. We, therefore, have every 
inducement to do all in our power to make them take 
such a course. It is also ecjually true that other countries 
have shared the advantages which England has <lc,rived 
from free trade; but if we re-impo.sed protective duties 
because other countries are sufficiently unwise to retain 
them, the oidy( rc^sult would be that we should inflict an 
injury upon ourselv(is in order to avenge the unwise 
financial policy pursued by other countries. England 
would be largely benefited by the active stimulus which 
would be given to her iron trade, if America would remove 
protective duties upon manufactured iron. But we should 
be acting with ignorant perversity if we refused to buy the 
wheat from America which we so urgently require, because 
America refuses to purchase as much Englisn iron as we 
are willing to sell her. It is, therefore, evident that with 
regard to free trade there is reciprocity, but in a sense 
directly opposed to those who desire that protective duties 
should be re-imposed because other countries will not 
abolish them. The advantages associated with free trade 
are reciprocal, because even if only one country adopts 
such a policy, the benefits resulting are diffused over every 
country with which commerce is carried on. 
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It is probable that the opinions in favour of rcciprticity, 
to which reference has just been made, have received some , 
encouragement from the attempts that have been made , 
to negociate commercial treaties with varioiis foreign; 
countries. It cannot be denied that such treaties are to i 
a certain extent a d(!])arture from the jtrinciples of free 
trade. Thus in negociating a commercial treaty with 
France, if it is said that in the event of I'l-ance making j 
a certain reduction of duty on various linglish goods,' 
England will make corresponding reductions in duties on 
French goods, it at onc(i becomes obvious that a certain 
sanction is given to the principle that nsluctions in duties 
are made, not becaus(! they ani good f(.)r tin; C(.>untry 
which makes them, but becaus*? they lead to an in- i 
creased foreign outlet for home produce. 'Phis probably ; 
indicates the chief cause why Kiigland failed in her j 
nogociations to renew the commenual Ire.atjr with France ; | 
for it is (fvident that unless England were prepared to | 
depart from the principle of free trad(‘ slu? could Tiot j 
threaten France with rc-i)nposition of diities. Although | 
it is to be regretted that the commeicial treaty with 
Fr.ance was not renewed, yet an important iwivatitage has 
been gained in leaving England greater freedom to rleal i 
with various import duties than she would have had if a: 
treaty had been concluded*. ‘ 

It now becomes necessary, in oixler t<» complete the 
theory of inter!lational trade, no longer to omit the con¬ 
sideration of the cost of carrying from one country to: 
another the commodities which are interchanged. I'he j 
siibject Avill be best explained by the former e.xarnple. I 
Let it be assumed that the cost of exporting iron from the , 
English to the French mark(!t is \l. per ton, and that the I 
cost of oxp(jrting wheat from the French to the English i 
market is 2s. a sack; the question therefore at once s!ig- ' 
ge.sts itself:—What share of this cost of carriage is borrn^ 
by each country respectively ? Let the terms of exchange 
be one ton of iron fer twelve .sacks of wheat; the iron in 
England being raised in price from 10/. to 13/. a ton, in 
consequence of the foreign demand. We will first examine 

’ The subject of commercial treaties and many questions connected 
>vith free trade and protection referred to in this chapter, I have discassed 
at greater length in another book called Free Trade and Protection, 
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what will take place if the cost of carriage were borne 
entirely by the exporter; the English merchants paying 
the whole expenses of sending the iron to France, and the 
French merchants paying the whole expense of sending 
wheat to England. Upon this hypothesis, although Eng¬ 
land would nominally sell her iron to France at Ull a ton, 
yet the real price would be only 12/., because 1/. per ton 
has to be deducted for cost of cajriage ; simikarly 2.v. a sack 
woidd have to be deducted from the nominal price which 
the French obtain for the wlieat sent to England. If, 
therefore, France gave TJngland 13/. a ton for iron, iron 
must be selling in the English market for 12/. a ton : if it 
R<)ld for more, it Avould be manifestly to the advantage of 
the English merchant to dispose of his iron at home, 
instiiid of exporting it to P’rance; for the same reason 
wheat must be selling in the PVench market at 2s. a sack 
less than the price at which PInglaud purchases it from 
France, in order to compensate the PVench exporter of 
wheat for the cost of carriage. Each country will thentfore 
j have to. pay a higher price for the commodities it im- 
I ports, in coiisecpionce of the cost of carriage ; therefore the 
j demand for the. imported commodity will not be so great 
I as it wotdd be if no expense wen^ involved in earrying 
goods from one country to amjthor. There will, therefore, 
be a diminution in the PVench demand for PViglish iron, 
and in the Pingjjsh demand for P'rench wheat. But the 
fidling off in the demand may vary in diff(!rent ratios in the 
two countries. Thus a rise of 2s. in the price of P’rerveh 
wheat may diminish the demand for PVench wheat in 
England by one-fifth, whereas a rise of 1/. a ton in the 
price of iron may cause only a decrease of one-tenth in the 
ijuantity of iron purchased by PVance from England. Our 
•previous analy.sis has shown that the terms, upon which 
commodities are exchanged, in international trade, are 
entirely regulated by the demand. Each country purchases 
the ijnported commodities by those which are exported; 
and the amount of the demand whidi a country has for 
any commodity depends upon its price; if, therefore, a 
country wishes another to purchase a greater quantity of 
her exports, the price of these exports must be reduced; 
consequently, when the bargain of international trade is 
finally settled, the price of imported and exported' com- 
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modities must be such that each country is enabled, by 
means of her exports, to pay for all the commodities which 
are imported. 

If the cost of carriage should raise the price of the com¬ 
modities interchanged in foreign commerce, the amount 
of this increased cost, which is home by each of the coun¬ 
tries respectively between which the trade is carried on, 
depends upon the relative degree in which the deman d 
for imported commodities is afiected. Thus it was above 
supposed that the cost of carriage diminishes, the demand 
for French wheat iu England by oue-tifth; whereas the 
same cause only diminishes t.he demand for English iron 
in France by one-tenth. We will illustrate this by a 
numerical example. 

Suppose that 100,000 tons of iron would be each year 
exjiorted from England to Franco, if commodities could 
be sent from out! country to another without any cost of 
carriage?; and that, under the same supposition, France 
would export to England 1,500,000 s;w;ks t)f wheat in ex¬ 
change for the iron. Let it also bi? assumed thatjilnglish 
iron would sell for 15L a ton in France if there were no 
cost of carriage; the cost of carriage, being U. a ton, will 
raise the price of English iron in the French market to 
IG/. a ton. Similarly, it may be assumed that, cost of 
carriage raises the price of French whi at in the English 
market from 20.s. to 22s. a sack. If Englislii iron were sold 
to France at 151. a ton, and if French whtsat were sold to 
England at 20.s. a sack, Friince would import 100,000 tons 
of iron, and England would import 1,500,000 sacks of 
wheat; the ecpiation of international trade would conse¬ 
quently be satisfied, because the exports from each country 
would be exactly ecj^uivalent in value to the imports. But 
the rise in the price of English iron to IGl. a ton di¬ 
minishes the* demand of Franco by one-tenth, and the 
demand of England for French wheat is diminished by 
one-fifth, if its price rises to 22s. a sack. Although, there¬ 
fore, the French will* only purchase 90,000 tons of iron at 
161. a ton, yet they may be willing to increase their pur¬ 
chases by 5,000 tons, if iron is reduced in price 5s. a ton. 
The English iron-masters must submit to this reduction 
in price, because the demand for iron in France has been 
diminished by the cost of carriage, and the supply will 
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conseipieiitly exceed the demand if the price of iron re¬ 
mains at 16^. a ton. The French exporters of wheat must 
submit to a still greater reduction in price, in order to 
e(|ualisc the demand to the supply, because the demand 
of England for French wheat, when its price is raised, is 
more affected than is the case with the demand of France 
for English iron, when its price is raised. French wheat, 
therefore, may sell in England for 2l,s’. instead of 22s. a 
sack; if this be so, the French growers of wheat will only 
obtain 19s. a sack for the wheat which they export to 
England, because there must be sufficient difference be¬ 
tween the price of wheat in France and England to cover 
the cost of carriage, which is 2s. a sack. In a similar way 
the English iron-masters will only obtain 14/. 15s. a ton 
for the iron which they export to France, if inm is sold in 
the French market at 15/. 15s. a ton; because there must 
be such a difference between the price of iron in the 
French and English markets to cover the cost of carriage, 
which has been assumed to be 1/. a ton. The hypothesis 
which has been made conseciuently leads to the following 
results. 

If thei'e were no cost of carriage, iron would be sellir.g 
; in the English and French markets at 15/. a ton. The 
I cost of carriage, which is supposed to be 11. a ton, raises 
; the price of iron in France to 15/. 15s. a ton, or, in other 
I words, increases the price of iron by 15s. a ton. It would, 
j thorefort!, apja'ar that France pays seventy-five per cent. 

I of the cost which is involved in sending iron fi’om England 
I to France. 

! Again, if there were no cost of carriage, French wheat 
i would be selling in England and France at 20s. a sack; 
i the cost of carriage, which is supposed to be 2s. a sack, 

: raises the price of French wheat in England to 21s. a sack; 
the cost of carriage, therefore, although anJounting to 2s. 
a sack, only raises the price of wheat Is. a sack in England. 
It would, therefore, appear that England only pays fifty 
per cent, of the cost which is involved in sending wheat 
from France to England. 

These results consequently lead to the conclusion that 
France contributes more to the cost of carriage than, 
England, or, in other words, that as far as international 
trade is concerned, the latter country is placed in a better 
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position, as regards the cost of ciirriage, than the former 
country. This conclusion still further corroborates the 
following principle—If any new element, such as cost of 
carriage, affects the terms upon which the trade between 
the two countries is conducted, the n.'-adjustment of the 
bargaiti will most turn to the advantage of that country 
whoso demand for the imported eommijdities is (dther 
most diminished or least increased by the new conditions 
of which account has to be takem. 

It has been assumed, in the remarks which have just 
been made, that the diffiircJiee in the prices of any com¬ 
modity, in two countries between which there is free 
commercial intercourse, cannot exceed the cost of sending 
a commodity from one country to the; other*. Although 
this proposition ap])ears to be a self-evident t.rulh, yet it 
nifiy be perha])s advisable to say a few words u].)on it. 
Lei. ns take, as an example, the case abovi^ amilysed. It 
has b(.‘en there assumed that the cost of sending iron to 
France is \l. a ton, and the cost of sending wheat from 
France to England is 2.s. a sack. If there wen.' no cost of 
carriage, the price of iron and wheat must be the same 
in England as in France; becan.se if iron would realise 
even as little as 2.s. Qd. a ton more in France than in 
England, the English iron-mastiTs W'oiild vie with each 
other to sell as much of their iron as possible in France, 
in order to secure the extra 2.s'. ^d. a ton. This eager 
competition would rajudly reduce the price of iron in the 
two countries to an ecjuality. it will be remembered that 
it has been also assumed that if there wc.'re no cost of 
carriage English iron would sell in each country for 1.5^. 
a ton, and that French wheat, would sell in each country 
for 20s. a .sack. These prices would adjust the erpiation 
of international trade, enabling the exports ol' each country 
exjictly to pay for the imports. Again, it has been as¬ 
sumed that, when the cost of carriage is taken into 
consideration, English iron must sell for loh 1.5,9. a ton 
in France, and French wheat must sell in England for 

* In proving the proposition that there cannot be a gieater difference 

the price of any commodity in two countries than what is equi- 

nt to the cost of carriage between them, it is necessary to suppose 
IXhat in those countries where import duties are imposed, the cost of 
carriage includes not only the cost of conveyance but the amount of the 
duty. 
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21 .9. a sack, in order that the equation of international 
trade may be satisfied. The question now suggests itself:— 
What, under these circumstances, will be the price of 
English iron in England, and what will be the price of 
French wheat in France ? The answer may, at once, be 
given, that the price of iron in England will be 14L 15s. a 
ton, and that the price of wheat in France will be 19s. 
a Siick. This must be the case, for since the cost of sending 
iron from England to France is supposed to be 1/. a ton, 
the difference in the price of iron in the two countries 
must be \l. a ton. If the difference were less than this, 
and the price of iron wore 15h a ton in England, no iron¬ 
masters would send any iron to France, as it would be so 
much more remunerative to sell it in England. 

Again, there cannot be a greater difference in thb price 
of iron in the two countries than 1/. a ton, for if iron were 
16Z. 10s. a ton in France, and 15/. in England, the English 
iron-masters would vie with each other to sell all their 
iron .in France, since their iron, after paying the cost of 
carriage, would realise 10.9. a ton more in France than 
in England. These considerations eatabli.sh the proposi¬ 
tion that the difference in the price of any commodity, in 
two countries, is exactly ecjuivalent to the cost of sending 
this commodity from the one country to the other. 

It may be objected that prices in different countries 
cannot be compare;d, because countries have seldom the 
same currency. Without anticipating the remarks which 
will be made in a future chapter on currency, it will be 
sufficient to state that the price of a cominodity in different 
countries can always be‘compared by const^lST how 
much gold..-it viii exchange for. The distinctive cham^ 
istlc of a substance like gold, is, that it is a universal in^ 
dium of exchange; people in France are as ready to sell 
their commodities for gold tvs wo are in England. The 
cast of sending an ounce of gold to France is most trifling, 
and therefore, if an ounce of gold would purchase a greater 
quantity of wheat in France, including the cost of sending 
the wheat from France to England, than could be pur¬ 
chased by the same quantity of gold in England, gold will 
be exported to France for the purpose of purchasing wheat 
i The demand for wheat would therefore nse in France, and 
j its price would increase. Similarly, if the English con- 
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sumers of wheat purchased wheat from the French instetid in. 
of the English growers, the demand for wheat in England . ch- vn. 
would decline; this rise in the price of French wheat, and 
this fall in the price of English wheat, would continue 
until at length there ceased to be any profit in sending 
gold from England to purchase wheat in France. Such a 
profit would manifestly cease to exist if there were no 
"'Treater difierence in the vahnr of wheat in the two coun- 
<,*.,^'8, estimated in gold, than would be equivalent to the 
cost of carriage. But the price of a commodity has been 
defined to bo its value estimatiid in gold. It may be, there¬ 
fore, said that if the trade between two countries is per¬ 
fectly free, thei'c cannot permanently be any greater dif¬ 
ference in the price of any commodity in the two c.ountries 
than >roul(l be equivalent to the cost of carrying the com¬ 
modity from the one country to the other. 

Throughout this chapter, the assunqition has bei'it made Tlir>e 
that foreign commerce has Ixsiu restrictcxl to two coun- tfuihyiu 
tries, and to two commodities. The prim-ipl(\s which have 
been deduced from this assunqition enable us to esta- hettceen 
blish a complete tbeory of international trade. Let us con-1 
sidcr how the bargains of foriagn commerce^ ans adjusted nuinrii’n 
in such a country as England, which exports the mo,st in nni/ 
varied commodities to every country in the world, and im- 
ports in exchange every product w’hich can eitlu'.r gratify ' ' 
the desires, or minister to the wants of people. In 
this case it is ecpially true that there is an equation of 
international trade which must be satisfied; it is easy to 
show, by a method of investigation similar to that pursued 
when corn was supposed to be exchanged for iron, that the 
aggregate exports must ultimately pay for the aggregate 
imports. The terms upon which this exchange is con¬ 
ducted are regulated entirely by the relative, amount of 
the demand wich exists in two trading countries for th'e 
various commodities which each country respectively im- 
Iporta It has already been shown that England must 
Igive France a gi'catf^ quantity of iron for the same amount 
m wheat, or, in other words, the terms of the exchange 
Ifvill turn to the advantage of France, and to the disad- 
pfantage of England, if England’s demand for French wheat 
[increases in a greater ratio than the demand of France for 
pnglish iron. In a similar way the , bargain of foreign 
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trade will become less favourable to England, or, in other 
words, England will be compelled to receive less for her 
exports, and to give more for her imports, if her demand 
for the various commodities which she imports increases in 
a greater ratio thati the demand which other countries 
may have for the various commodities which compose her 
aggregate exports. 

It has been shown in this chapter that a country pays 
for its imports by the commodities it exports, and that the 
equation of international trade is adjusted when the ex¬ 
ports are exactly ecjuivalcut in value to the imports. It 
may, however, be thought that this adjustment never 
actually takes place, because in no country does it appear 
that the exports are equal in value to the imports. For 
instance, the valut' of the commodities imported into Eng¬ 
land always greatly eixceeds the. value of those which are 
exported. This excess has for many years considerably 
exceeded 100,000,OOOi. i)er aiinum’. On the other hand, the 
commodities exported from India always greatly exceed 
in value those which arc imported. Tl}{i 
exports from India for the ten «.li'dijig 1886,‘excee(^''?^ 
the value of the imports during .Ve same period bv nearli” 
190,000,000i.,an average of l/lOo,000/.ayear= This oxcem 
of exports over np.wus' is not an accidental circumstance 
but ronr-nts the normal condition of Indian trade’ 

When it is said that exports and imports must be 
equivalent in value because a country pays for her imports 

make to foreign countnes no other payment except for the 
commodities she imports, and that foreign countnes have 
on their part, to make no other payment to her except for 
the commodities which she has exported to them, fjpon 
this assumption it is easy to show that there must be a 
constant tendency in operation to make the exports from a 
country equivalent in value to the commodities imported 
For, reverting to our previous example, suppose raTthe 

* See Statistical Abstract, 1887. ^ 

See Statesman’s Year-Book, 1887. 
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foreign commerce of France and England respectively was 
confined to an interchange of commodities between these 
two countries. If the value of the goods which England 
sells to France exceeds the value of the goods which 
France sells to England, it is obvious that a balance, 
which must be liquidated by a transmission of )noney, 
will be due each ye<'ir from France to Unglaud. The 
amount of money in France will thus be constantly dimi¬ 
nished, and the amount of immey in England will be /no 
tanto increased. Thi? result of this will be that prices will 
be contitiually declining in Fi’ance and coritinuall}' rising 
in England. But a ri.se of prices in England and a fall of 
prices in France will make it more advantageous for Eng¬ 
land to purchase commodities from France, and will make 
it less advantageous for France to jturchase (annmodities 
in England. Hence the (jxports to Fram^e will diminish 
and the imports from Fraixa^ will increase. It, thered'ore, 
follows that when the (^xj)orts e.xceed the im])orts a force 
is brought into opto’ation to dimini.sh the ex})orts and to 
increasti the imports, and this force will continue in opera¬ 
tion until a position of etjuilibrium is attained and the 
exports are equal in value to t.he imports. 

But the conclusion which has jtist been established is, 
as before remarked, based on the stipposition that the 
countriiis w'hich trade with each other have no other jtay- 
inents to make or to nsceive, except fi)r th<t commodities 
which are imported atid export,ed. Btit supjtose that 
France has to make a large anmtal payment to England 
of 10,000,000/. as interest for money which England has 
lent to France; it can then be readily shown that the 
amount of commodities which ETigland imports frotri 
France will exceed the value of her exports to that coun¬ 
try by 10,000,000/. a year, this being the annual amount 
of the indebtedness of France to England. The export's 
can no longer be equivalent in value to the imports, be¬ 
cause, if this wore so, France would have each year to 
transmit to Englaiyi 10,000,000/. in order to pay the 
interest on the money borrowed from England. If the 
monetary circulation of England were thus (?ach year 
largely added to, and the monetary circulation of France 
were each year reduced, it is obvious that gold would be¬ 
come comparatively plentiful in England and scarce in 
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France, or, in other words, prices would rise in England and 
decline in France. It would, therefore, each year become 
more advantageous for France to pay the amount owed to 
England by transmitting commodities instead of money, and 
thus it is evident that an adjustment would ultimately be 
attained, when France expork'd to England a sufficient 
amount of commodities not only to pay for the commodities 
.she imports, but also to pay the amount which she annually 
owes to England. It, therefore, a])poars that it is not 
correct to siiy that in all ca.ses the equation of interna¬ 
tional trade re(|uires that the exports of a country should 
be e(|uival(;nt in value to the imports; on the contrary, if 
a country is in debt to other countries, her exjiorts will 
exceed in value her imports by an amount e(puvaleut to 
her annual indebtedne.s.s. If, on the other hand, a country 
should be a creditor and not a debtor of other countries, 
the value of her imports will excee.d that of her exports by 
an amount which will be oquivalcmt to the indebtedne.ss 
of other countries to her. In estimating the amount of 
indebtedness of one country to anothcir an account ought 
also to be taken of payment due for scwvices reudered, such 
for instance as the carriage of goods. One of the chief 
rciisons why the imports from the United States to 
England always largely exceed in value the (jxports, is due 
to the fact that the carrying trade betwec.-n the two 
countries is almost entirely done, by British ships; 80 per 
cent, of the international commcirce of the United States 
being camt^d in foreign ves.sels chiefly English; wbesreas of 
the aggregate tonnage reaching English jiorts 70 per cent, 
belongs to British owners*. It is, therefore, evident that a 

■ [These were the proportions in 1882. The Statesmm’s Year-Book 
for 1887 .states that in 1885—6 only 15 i>er cent of the total exports and 
imports of the United States were carried in her own vessels; while 
the rotnrn given in the Statistical Abstract, 1887, shows that British 
shipping predominates even more than formerly over foreign shipping 
in oiir own ports. Of the total tonnage of ships entered and cleared at 
English ports in 1886, nearly 75 per cent belonged to British owners. 
Sir Lyon Blayfair has recently stated {Tw(cs, Deo. 17, 1887,) that 
England builds as many steam-ships in one year as the United States 
do in 15 years; he adds that the practical result of the rivalry between 
England and America, in the matter of shipping, has been to sweep the 
commercial flag of the Stars and Stripes from the Ocean. England’s 
marine is triumphant everywhere, according to the confession of 
Americans themselves, except in the coasting-trade of the United 
States, which is closely preserved by protection.] 
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considemblc amount of the produce exported from the book m. 
United States represents a })aymeut to English merchants . oh. vir. 
and shipowners for the service rendered in carrying Ameri¬ 
can produce. The enunciation of thtwe [)rinciples atr once- 
affords an explanation of tht; circunistance to whieli al¬ 
lusion has aircjady been made, namely, that England’s 
imports largely exceed her exports, whereas in India, and 
in many other countries, the; exports exceed the ini[>orts. 

From the number of foreign loans that are raistsl in tin: 

London Money Market, and from th(^ great amount of 
Engli.sh capital that is embarked in various toreign invawt- 
ments, it is (juite evident that large sums are each year 
due to England from foreign countries, independently of 
the amoimt whi(!h may be due to England for the 
commodities pundiased from h(*r. Hene(' it follows that ! 
foreign countries will have to staid to England an amount j 
of commodities considerably in exet'ss of the amount | 
which would be re(|uired to ])a,v for the cummoditk's | 
procured from England. It, therel’ore, appears that Eng- j 
land’s imports hugely exceed her exports because of the ! 
great amotnib of cajiital which she has invt'.st.ed in foreign 
countries. 

Aft(>r the explanation which has just be'cn given, it is 1 
scarcely necessary to say that if a country borrows from | 
other countries more capital than she lends to them, an j 
exactly opjio.site phenomenon will occur, to that which \ 
happens in England, for then the exports must be in j 
excess of the imports. For instance, it is well known that 'l')w in- 
scarcely any capital is embarked eit,her by the Indian 
Government or by the Indian people in any foreign in- /J, 
vestment, whereas England has lent large sums to the cmises tin 
Indian Government, and a great amount of English capital 
has also been invested in various undertakings in India, such to'LeeU 
as railways find irrigation works. A conskh;rable amount in value 
is consequently each year due from India to England for 
the money which has thus been invested in India. India receive *' 
has also annually ^o pay England a very large; stun for fyomKng 
the expenses incurred by the Government of India in 
England, such as official salaries, and official pensions. 

India, therefore, has to export commodities not only suffi¬ 
cient to pay for those which are imported, but also sufficient 
to liquidate the payments to which reference has just been 



410 


Manual of Political Economy. 

BOOK in. made. Her exports must therefore each year be largely in 
. exco.ss of her imports. 

The principles of inteniational trade have now been 
examined in sufficient detail. In the next chapter these 
principles will be applied to a very importiint case. The 
laws will be investigated whieffi determine the value of 
money, when the precious metals of which money is com- 
pos(?d are considered as commodities, exported and im¬ 
ported as onlinary articles of commerce. 




CHAPTER Vin. 

ON TIIK TRANSMISSION OF THE FREOIOUS METALS FROM 
ONE (JOUNTlir TO ANOTHER. 


I ^ACH country obtains its supply ol' (ho precious metals 
'j in two (listinci, ways. In tin.' first })laci.', gold and 
silver arc imported from the mining countries as ordi- 
imry commodities of commerce, and secondly, the precious 
metals, in tlu^ form of money’, are sent from ouc^ country 


BOOK III, 
CH. VIII. 

<hM nmy 
he tram- 
mitted 


■ In this cliaptor, it is nssntiKsl that the value of tlio metal wliieh is 1 
chosen as the standard cniTeuoy in each country is tlio same whetliei in 
coin or in bullion. Thus in England, the standavil curreuev being gold, 
the value of a given weight of gold, whether in coin or in bullion, is the 
same; whereas, India having a silver standard, tlii; same remark applies 
in that country to silver. It has already been stated that a certain I 
weight of gold must have the same value whether in Imllion or in specie, 
if no charge is made for the expense of coining this gold. In England 
the coining of gold is jierformed by the Mint gratuitously. If, therefore, 
an ounce of gold is taken to the English mint, its vrttue must be exactly 
represented by the amount of money into which it can be coined. As 
previously stated, silver and bronze money have an exchange value as 
coins greater than the actual value of a corresponding widght of the 
metals of which they are composed. Hence the authorities of the Mint 
very properly decline to coin silver and bronze for private individuals; 
if this rule were departed from, individuals would be able to make, at the 
expense of the nation, a very considerable iirofit by bringing silver and 
copper bullion to the Mint and getting it coined. If gold in bullion were 
in the slightest degree more valuable than when in coin, it would at once 
become profitaWe to melt money and thus convert it into bullion. If, on 
the other hand, gold bullion were less valuable than coin, bullion would 
be immediately taken to the Mint to be converted into money. It is, 
therefore, evident when no charge is made for coining, that the value 
of bullion and specie must be exactly ciiuivalcnt. It may, however, be 
thought expedient that*the Government should not bear the cost of 
coining. A certain sum might be charged, termed a seignorage, when 
bullion is converted into money. If it be assumed that this seignorage 
is one per cent, upon the amount coined, the value of a certain quantity 
of the precious metals when in the form of money would exceed by one 
per cent, the value of the same weight of bullion. The question whether 
or not it would be desirable to impose a seignorage at the English mint 
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to another for various purpo.sos. For instance, loans are 
raised in England for India, and these loans are in part 
transmitted to that country either in bullion or in specie. 
It also fre(juently happens that a large amount of capital 
in the form of bullion or specie has to be exported for the 
carrying »ai of some industrial undertaking, such as the 
Suez Canal. A great jiortion of the rent of the land in 
Ireland is paid in money to absentee landlords. Capital 
may be invested in our funds and railways by foreigners, 
whose dividends will be annually paid to them in money. 
Again, with regard to international trade, it must be 
remembered that commodities are not always exchanged 
by barter, but are almost always bought and sold for 
money. English merchants who purchase wheat from 
France pay for it in money, instead of offering other 
commodities, such as iron and coal, iji exchange for 
this wheat. These and many other circumstances which 
might be enumerated, cause a considerable amount of the 
precious 7,netals to be constantly passing, either in the 
form of money or bullion, from one country to another. 
It will be convenient, in the lirst place, to consider the 
precious metals as exports from the countries whence they 
are obtained. 

A considerable portion of the industry of Australia and 
California is devoted to gold-digging; gold is, to these 
countries, as tridy a staple article of export as hai’dware or 
cotton cloth is in England. The precious metals may 
therefore be regarded as an onlinary article of export or 
import; the value of these metals is consequently rcgii- 
lated by the same laws as those which determine the value 
of any other commodity w'hich is bought and sold in the 
transactions of foreign trade. For instance, Australia, like 
any other country, must pay for the commodities she im¬ 
ports by those vvhich she exports. It makes ho difference 
whatever that an important item of Australia’s exports 


, must be mainly determined by considering whether the inconvenience 
arising from even slightly altering a recognized standard of value would 
be compensated by removing the expense now imposed upon the nation 
at large by our present system of gratuitous coining of gold. It must 
moreover be borne ,in mind that as the representative value of our silver 
and bronze coinage is greater than its intrinsic value, the State makes a 
profit upon the coinage of silver and bronze, which more than compen¬ 
sates for the slight loss in the gratuitous coining of gold. 
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happens to be gold. It may in fact be shown, that the >«• 

discovery of rich gold mines in Australia exerts on the . 
industry of that country an influence similar to that which 
would be produced by the discovery of rich deposits of some 
material which England exports; such, for instance, as iron. 

If the discovery of very rich di-jKwits of inin-stone caused a 
great increase in the (piautity of iron annually produced in 
England, iron would inevitably decline in price, unless there 
was simultaneously a considerable increase in the dmuand. 

This decline in price would increase the home demand for 
iron, and the foreign tlemand would also be increased, be¬ 
cause iron would be offered to foreign countries at lower 
rates. An equality between the demand and the supply 
would in this manner again be restonxl, and the whole of 
the increased quantity of iron ])roduced would be (piickly 
absorbed. 

In a similar way, tht( results may be traced which would A great 
ensue from a great increas*^ in (he yi(dd of gold in Australia, 
or of silver in Mexico and Claliforuia. Taking the annual 
yield of gold in Australia to be about one million ounces, gohi 
supiJosc that, from the discovery of richer deposits, or from 
improvements iut|uartz-crushing, Australia annually yielded 
2 ,000,000 ounces of gold, instcatl of 1,000,000 ounces. 

How would thi.s increased quantity of th(‘ preciotis nnd,als 
be ab.sorbed ? It has been said that additional .supplies of 
iron would be absorbed by a decline in its value increasing 
the demand for it. Let us now inquire if a?i addithmal 
supply of gold will not be absorbed in a similar way. 

It is evident that Australia would not re(|nire this ad- would he 
ditional 1,000,000 ounces of gokl for her own use. She will : 
therefore ex))ort the gold to other countri(!S; but in what y,ay (u,! 
form, and for what purpo.se, will this gold bi? ex|X)r(ed ? In great in- 
the first place, Australia, having become so much wealthier, | f^*"**^™ 
would more*largoly purchase foreign commodities. Every , ,iuetion c 
article of luxury or utility w'hich Australia has been iron. 
previously accustomed to obtain from foreign countries, 
she would now pur^hiuse in larger quantities. The conse¬ 
quence of this would inevitably be, that these commo¬ 
dities would advance in price, on account of the increased 
demand. Suppose the exports from England to Australia 
were increased by 20 per cent., this increased demand would 
cause the price of the articles which compose these exports 
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BOOK in. to rigo io England, as well as in Australia. The value of 
estimated in these commodities, would therefore de¬ 
cline, and thus a tendency is exerted, just in the same way 
as in the case of the iron, to cause the increased yield of 
gold to be absorbed, in conse(]uence of a decline in its 
value. 

Qold is Having now considered the case in which the precious 
mituT^ nietals arc semt from the mining countries as a staple 
the form commodity of commerce, we will proceed to investigate 

ofnwney, the second of the two modes by which the precious metals 
are distributed over the world. At the commencement of 
this chapter an enumeration was made of some of the 
Virrious puriDO,ses for which gold and silver are transmitted 
for the from one country to another in the form of money. The 

o/'rfWaT rtiason of this constant transmission is, that gold and silver 

contain great value in small bulk, and therefore can be sent 
from one country t<.) another at companitively little cost. 
The precious metals, moreover, are willingly accepted in 
exchange fOr goods purchased by every trading community 
in the world. In former years vast sums of specie were 
sent from England to India, to pay the wages of those en¬ 
gaged upon the railways, and other public works which 
were constructed principally by English capital. 
or for in- The precious metals are also transmitted from one^ 
vestment, another, for the purpose of investment. If" 

according to our former example, the yield of gold i 
Australia .should bo doubled, it would be reasonable uo 
conclude, that the whole of this increased gold would not 
be entirely absorbed by the conse<]ucnt expansion of trade. 
Many of those who possessed the gold would send a por¬ 
tion of it to England and other countries, to be invested 
in various securities, such as funds, railway shares, &c. 
Statistical returns prove that this is the course pursued. 
Almost the entire gold which Australia annually yields is 
sent to England. A portion of this pays for the commo¬ 
dities which England exports to Australia; a great part of 
" the remainder is invested in our funds, in railway shares, 
bank shares, and various other securities, which are bought 
and sold in our money market. The precious metals 
which are thus poured into England she again redistri¬ 
butes, having sent in some years no less a sum than 
14,000,000i. sterling to India and China. 
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In the remarks on price, it was shown that the general 
prices which prevail in a country are regulated by the ex¬ 
tent of its commerce, and by the ann)unt of the precious 
metals which exist it> the country in the fonn of money. 
It may, in general terms, be stated, t hat if the population 
and wealth of a country increase, priciis will decline, unless 
a greater amount of money is broxight into circulation or 
unless various substitutes for nioiun', such as cheques, bank¬ 
notes, &c., ai-e more largely usi'd. On the other hand, 
prices will rise if a greater amount of moiKjy is brought 
into circulation, wlnm there is neitluT an expansion of 
commerce nor an increasi>d production of wealth. It is 
most undesirable that then.' should Is.' any' gn^it fluctua¬ 
tions in general prices; it is true, however, that popular 
feeling is not unfrecpieiitly op]josed l.o this idc^a, for there 
are many who still think that general high pricers are 
advantageous to tht^ ju-oducers of (sunmodit.ies, and that a 
general decline in prices would benefit, thosi? who pur¬ 
chased the conimoditi(is. A general rise or fall in prices 
means that the standard of value is all.tu'ed; if there is 
a general rise in prices to the extent of one hundred per 
cent., two sovereigns will be sudy worth as much as one 
sovereign was worth befmx:; tin; count ry woidd not be 
richer; the only result would be, that the terms of every 
monetary contract would be alt(!rt>d. Those who had fixed 
money payments to make would only havtwto give half as 
much value as befem?, and all whose incomes wertj derived 
from such investments as funds, guaranteed stocks, &c., 
wb.ild have their real incomes diminished one half, for 
300i. a year would now b(^ worth no more than 150^. a 
year WJis worth previously. Such conse(pu;nci's would not. 
only bo disastrous to individuals, but would also, if of fre- 
<juent occurrence, give to all monetary transactions an 
uncertainty which would act most prejudicially uijon the 
interests of cotnmerce. It is therefore of great importance 
that general prices, or, in other words, the value of gold, 
should fluctuate as jittle as possible. General prices are, 
as previously stated, regulated by the (juantity of money, 
and substitutes for money, in circulation, compared with 
the amount of the nation’s wealth and commerce; hence, 
in order to prevent a fluctuation in the general prices 
which prevail in a country, the quantity of money in cir- 
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culation ought to increfise or decrease as the commerce of 
the country increases or decreases. 

It may a])pi;ar that such au adjustment can have little 
cliauce of being made in England, because she receives 
gold from so man/ sources, and again sends it to other 
countries for so many purposes. But, in spite of this 
apparent complexity, there is an agency constantly at 
work to regulate the ejuantity of money in circulation, so 
that the value of gold exhibits great steadiness, and, ex¬ 
cept within certain limit-s, is subjed. to few fluctuations. 
I’he modt? in which this agency acts may be explained in 
the followiiig manner. Sujipose that the quantity of gold 
imj)orted by England from the gold-producing countries 
during tiu* next year were to excee<l by 4,000,0001 the 
amount which she imports during the present ytsar, but 
that in every other I’ospect there should be no difference 
with regard to her commerce, either home or foreign, be- 
tvvcHMi the next year and the presenl one. This extra 
4,000,0001 of gold, it may be further su]>po.sed, is converted 
into coin. It might, tht;reforc!, apptiar that an additional 
4,000,000Z. of money is brought into circulation, and that, 
ill consequence of this increa.sed specie circulation, general 
prici.'s would inevitably lise. But this rise in general 
prices could not long continue; a force would be brought 
into operation which would exert a tendency to restore 
prices to the point at which they previously stood. For 
if such a general rise in price should occur in England 
during the next year, and no .similar rise .should take place 
in other countries, it would manifestly be to the interest 
of England to purcha.se such commodities as wheat from 
foreign (smntries, in order to avoid the higher prices pre¬ 
vailing in England. Foreign merchants would also be 
anxious to participate in the high prices current in Eng¬ 
land, and woidd therefore increixse, as far as^possible, the 
quantity of goods which they export to England. Both of 
these causes would act in the same direction, and would 
alike exert an influence to increase E^jgland’s imports and 
to diminish her exports. The equation of international 
trade would therefore be disturbed, and a large amount of 
money would be sent abroad to pay for these increased 
imports; in this manner the gold temporarily added to 
England’s circulation would in great part be rapidly with- 
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drawn. The extra 4,000,0001!. of gold would not be per¬ 
manently added to England’.s specie circulation, but would 
be gradually distributed over (Wory trading country. 

The various modes in whicih ihe ])recious metals are 
transmitted from one country to anotht'r have now been 
described. A s])ecial chapter will be devoted to the con¬ 
sideration of the leading effects which have. Ixsai piodnc(id 
by the discoveries of gold which have been made since 
1848 in Australia and California. Allusion will also be 
made to the probable, result,s of the recent disc'ov('ry in the j 
United States of silver mines of such extraordinary ricdiiu'ss 1 
that 'the annual production of silver was suddenly almost I 
trebled. ! 
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I N treating of the subject of foreign exchanges an ex¬ 
planation will be given of the manner in which the 
wholesale transactions of commerce are ordinarily con¬ 
ducted. If coal is exported to France and silk is imported 
from, that country, a cargo of coal is not bartered for so 
many bales of silk, but the coal is sold for money and the 
silk is purclnused with money, although, as we shall proceed 
to show, money in the form of coin is not sent by the 
English merchant to France, nor by the French merchant 
to England. Let it bo supposed that A, an English mer¬ 
chant, sells a cargo of coal to B, a French merchant, for 
1000/., and that 0, another English merchant, purchases 
from D, a French merchant, a certain number of bales of silk 
for 1000/.' It is manifest that there are two distinct ways 
in which such trading transactions as these may be settled 
In the first place, B may pay for the coal he purchases bi 
sending to A 1000/. from France to England; in a simila 
way C may pay for the silk which he purchases by sendinj 
to D 1000/. from England to France. It is evident tha 
if this plan were adopted, the risk and expense would b 
incurred of sending 1000/. from France to England, an< 
also of sending 1000/. from England to France. 

A second very obvious course might be adopted, whic" 
would avoid the necessity of transmitting any money fror 
one country to the other, and consequently the expens 
just alluded to would be saved. If 0 were instructed t 
pay the English merchant A 1000/., instead of paying th 
same amount to D, who lives in France; if also the Frenc 


I The carrenciea of France and England are, in this case, supposi 
to he identical. 
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aerchant B were instructed to pay D lOOOi, instead of 
ending this amount to A in England, the debts due to A 
md D for the coal and silk they have respectively sold 
vould bo discharged without the transfer of any money 
rom the one country to the otlna’. Thc' course just de- 
icribed is almost invariably adopted in the transactions of 
breign commerce; bills of exchange are the means by 
vhich the method is carried into jwaetieal etfeet. Jt is 
ally necessary to explain the nature of bills of exchange, 
n order to show that they provide a machinery which 
aiables the bargains of foreign commerce to be arranged 
n such a manmir that the least possible amount of specie 
s transmitted from one country to another. 

In the above example, when A sells B a cargo of coal 
’or 1000^., A receiv(« from B a bill of e.xchange. This bill 
s a written acknowledgement that B owes A 1000/., and 
,hat this amount will bi; paid at the date for which the 
jill is drawn, if it is presented either at B’s own bankers, 
ir at any other establishment which has confidence in B’s 
solvency. In a similar manner the Fnaich mercdiant D, 
tvho sells 1000/. worth of silk to the English meichant tl, 
receives from C a bill of exchange for this amount. The ! 
English merchant A has therefons in bis possession a bill 
For loot)/., which has to be paid in France, and D, the 
French merchant., has also a bill for 1000/., which is to be 
paid in England; if A and 1) exchange thes* bills, then A 
has a bill which wall be paid in England, and D has a bill 
which will be paid in France; therefore both A and D’s 
Jebt can be discharged without the tramsmission of any 
specie whatever from one country to the other. The ex¬ 
change here supposesl to take place between A and D 
is not usually effected direct.ly by nuirchants themselves: 
such transactions form a distinct business, which is carried 
on by a class? of middle men, who are termed money 
dealers or bill-discounters*. 

The English merchant A, iustt!ad of waiting to exchange 
his bill with the Frenc^ merchant D,at once sends it through 
his banker to an English bill-discounter, who readily cashes 

* The persons by whom this business is transacted render a very 
iniportant service to commerce. The popular prejudice sometimes ex- 
Iresscd against them probably arises from confusing them with the class 
w money lenders who advance money on accommodation bills at usurious 
rates of interest. 
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BOOK III. it for him, A paying a small sum for commission. D in a 
^ . j .similar manner gets his bill cashed by sending it to a 

avoided by | discount house in France; in this way the English dis- 
thense of j count houses collect all the bills which are drawn upor 
exchmige. i France, and the French discount houses collect all the 
bills which arc drawn upon England. The French anc 
English discount houses then exchange the bills thus 
gathered together, and are remunerated for the troubh 
which they thus take, by the small commission which i: 
paid to them. If, t herefore, the value of the exports sob 
I to France is exactly licpial to the value of the import 
I which are brought from that country, the whole of th 
trade between the two countries can be carried on withou 


' the transmission of any specie; in fact, the transmissio: 
j of specie can be as completely avoided as if the whol 
; trade wiis one of barter, and coal and iron were bartere 
for silk and wine. 


Jf a It, however, very rarely happens thivt the debtor ai; 

^'e’frmi \ account between two countries exactly balanct 

Emjiand i without the transmissioi\ of .specie. Suppose that the ai 
(« France, | nual value of England’s exports to France is 10,000,000 
^excLmge annual value of the imports from th 

on France country is ] 2,000,000/. Under these circumstances it 
will be at . manifest that the bills which are in the possession 
: French merchants, and which are drawn in England, w 
i exceed in amount by 2,000,000/. the bills which are drav 
; upon France, and which are in the possession of Eugli 
a premium merchants. It is, of course, to the interest of the Engli 
* I **’®*'*^^*^*^t P*^y French merchant by bills drawn up 
'the 'Let of France; by doing so the English merchant saves the t 
trammit- \ pense of sending specie to France. The French merchar 
tingspecie. | have bought the goods we export, are for simi 
reasons anxious t<i pay the English merchants by b: 
drawn upon England. But since the value of Englan 
imports from France exceeds the value of her exports 
that country, England will have to pay to Franco a larj 
sum than France has to pay Engla^id; therefore the 
mand which exists in England for bills drawn on Fra: 
will exceed by 2,000,000l the demand which exists 
France for bills drawn on England. In fact, Eng’ 
merchants have to pay in France 12,000,000/., and th 
a’-e onlv 10.000,000/. of French bills wherewith to m: 
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the payiiiout; some of the English merchants, therefore, will 
be obliged to transmit specie to the amount of 2,000,000^.; 
those who transmit this specie incur the expense of the 
transmission. If this expense wore two per cent, it would,' 
of course, be to the advantage of the English merchants | 
to purchase bills in France, evcni if they paid one and a 1 
half per cent, premium for them; if bills were bought at \ 
this premium it would be cheaper by a half per cent, to I 
make payments to France by means of these bills, instead 
of transmitting specie, which involves an expense of two 
per cent. English merchants, therefore, will compete for 
the purchase of bills drawn on Fra?ic<‘, and this comi)eti- i 
tion will inevitably raise these bills to a premium which is ! 
approximately equivalent to the e.xpeuse of transmitting : 
specie to France. The premium upon bills cannot exceed j 
this amount, because if it did so then it w'ould be cheaper 1 
to transmit specie than bills. | 

Similar considerations will show that, in France, bills | 
which are drawn on England will be at a. eorrespoiiding 
discount. French mtirchants have to n'ceive 2,000,000^. 
more for goods exported to England than they have to 
pay for goods imported from that country. In France 
there will be 12,000,000/. of bills drawn on England in 
possessioji of French merchants, and since. France hits only 
to pay England 10,000,000/., there will bo a demand for | 
only this amount of bills drawn on England. 2,000,000/. j 
of the bills drawn on England must thcu’eforc' be sent to 
England to be Ciished, and the money will then have to 
be transmitted to France. But if a bill drawn on England 
is not wanted in France to pay for goods bought in 
England, such bills must fall to a discount. A money 
dealer obviously cannot afford to give a merchant more 
than 98/. for a bill on England for 100/. if it is necessary 
to send his Hill to England to be cashed, and have the 
money transmitted to France; since it has been assumed 
that such transmission costs two per cent, of the specie 
transmitted. When, therefore, bills drawn upon France 
are at a premium in England, bills drawn on England 
will be at a corresponding discount in France. If the state 

« f things which is here described exists, it is technically 
lid that the exchange is against England and in favour 
of France. 
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The origiu of this phraseology may be readily explained. 
It is evident that the exchange is against England and 
in favour of Franco, when the commerce between the two 
countries is such that it is necessary to send specie from 
England to France. At one time the belief was universal, 
and is still very general, that the profit which a nation 
derives from foreign commerce can be accurately esti¬ 
mated by the amount of specie which she succeeds in 
drawing to herself from other countries. This belief formed 
the basis of the Mercantile System. Statesmen of every 
commercial nation have, in years gone by, vied with each 
other in framing ingenious devices to encourage the im¬ 
portation of the precious metals, and to impede their 
export. It is no wonder, then, that the exchange is de¬ 
scribed as being against a country, when its foreign trade 
is in such a position as inevitably to require the trans¬ 
mission of specie to foreign countries. 

The exchange will, of course, be at par when the value 
of the exports to a couiitry’^ exactly e(]uals the value of the 
imports from the same country. If it had been supposed, 
in the above example, that the value of England’s imports 
from France was 10,000,OOOi. instead of 12,000,000/., 
then, in each country, the demand for bills draivn upon 
the other country would be exactly equal to the amount 
of bills to be disposed of; nothing would cause the bills of 
either country to rise to a premium, or fall to a discount, 
and the exchange would in each country be at par. 

Hitherto, in this chapter, wc have supposed that the 
currencies of different nations are identical. We will now 
examine a case where two countries, such as France and 
England, have the different currencies which they possess 
at the present time, and which, in spite of reason, economy, 
and convenience, they will probably maintain for many 
years to come. ' 

In the French currency, the franc, as the general 
measure of value, occupies the same position as the pound 
sterling does in our own coinage. If the French wish to 
express the value of a lauded estate, or any other kind of 
wealth, they say that it is worth so many francs. In order 
to compare values which are thus differently expressed in, 
the two countries, it will be sufficiently exact if we con¬ 
sider that 25 francs are equivalent to 1/. sterling. When, 






Foreign ExcJuinges. 


423 


therefore, an English merchant sells 100/. worth of goods 
to a French merchant, the former would receive a bill 
* drawn upon the French merchant for 2500 francs, .and 
not, as we have above supposed, for 100/. If imports 
from France to England exceed in vahie the exports from 
England to France, the exchange will be against England, i 
and ill favour of France. If this be the case, England j 
will have to make larger payments to France than France 
has to England, and there will conse()uently be in Englainl 
a greater demand for bills drawn on Francis than then* 
exists in France for bills di’awn on England. 0ou8e(|uent.ly, 
a bill drawn on France for 2500 francs will in England be 
worth more than 100/.; on the other hand, a bill on 
Englancl for 100/. would in France be worth less than 
2500 francs. It is manifest that the premium which bills 
drawn on France realise in England, cannot exceed the 
cost of transmitting specie from the one country to the 
other. If the cost of this transmis,sion should be two per 
cent, then, under the circumstances just assumed, it is 
(juite rea.sonable to conclude that a bill upon France for 
2500 francs would in England sell for 101/. lOs., and that 
a bill upon England for 100/. would in France only sell for 
2463 franes. 

It should moreover be bonie in mind, that when the 
exchange is against one country and in favour of another, 
specie must not only be sent from the former to the latter 
country, but the money of the former country will also be 
depreciated in value, when compared with the money of 
the latter country. 

When the exchange is against England, su])]s)se that a 
person who intends to travel in France takes 100/. to .some 
money exchange office in London, for the purposti of having 
it changed into French coin. When the exchange is at 
par, 25 fran(!fe are equivalent in value to 1/. sterling. The 
question now arises, How many francs will be given at a 
money exchange office in London for 100/., when the ex¬ 
change is against England ? Since the exchange is against 
England, English m*oney mu-st be sent to France to adjust 
the trade between the two countries, but no French moneys 
will for a similar purpose have to be sent to England. 
The money exchaime offices will therefore be compelled 
specially to obtain French money from France; they must 
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BOOK ai.. I Uloruforo bo compousated for tho cost of importing this 
1 Freuoh coin, and consequently \l. sterling of English money 
! will exchange for less than its equivalent value in French 
j money, namely 25 francs. English money, therefore, would 
! be depreciated in value, compared with French money, and 
this depreciation would not be avoided, cveti if the English 
money were exchanged for F’rench money in Paris, instead 
of in London. The exchange being against England, 
English money is sent from England to France; hence 
there is a surplus of English money in France, or, in other 
words, English money is at a discount when compared 
I with French money. 

j If, on tho other hand, the exchange is in favour of Eng¬ 
land, the English money will be conipjirativcly of 'greater 
value than hrench money, and If sterling will exchange 
Meamnn for more than 25 francs. Suppo.se that a person wishing 
exchange English money for P'reuch money goes to an 
chnngein ''xyhangc oflico in Lond(jn. A favourable exchange im- 
thii cate, plies that there will be a surplus of French money in Eng¬ 
land, because French money has been sent to England in 
order to adjust the trade between the two countries. 
People therefore will be anxious to dispo.se of this French 
money, for it will not in England perform the (jrdinary 
functions of rnomiy. Engli.sh tradesmen will not accept 8 
francs instead of half-a-crown, cab fares cannot be jxiid in 
French coin, and a per,son in London with only French 
money in his pocket would be subj(!ct to as many incon¬ 
veniences as if a traveller were in Paris with only English 
moiKjy in his pocket. Those persons, therefore, in England 
to whom French money has been sent to pay for the excess 
of exjwrts to that eountrj^, will bo anxious to convert this 
French money into English money. This French money 
cannot be sent back to France, without involving the cost 
of transmission. A considerable loss will also be incurred 
if tho other alternative is adopted, and the French money 
which is in England is melted in order to be sold as 
bullion. These considerations show that French money 
j must be depreciated, or, in other words, when foreign ex- 
i changes are technically said to be against a country, the 
; money of the country will be dejprociated, when compared 
I with the money of those countries with regard to which 
j the favourable exchange is supposed to exist. 
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From thtiso remarks it woiild appear, that when two! book m 
countries such as France and England are considered, the; , 
bills of t^xchange which are drawn upon either of these 1 Cauacs 
countries cannot either rise to a greater premium, or fall to ' “’Wch imi. 
a greati'r discount, than that which would he represented j tke'prlmi- 
by the cost of transmitting the precior.s nieta]f< ti-uin the «»i nr di«- 
one country to the other. Some tiict.s, however, may he i 
recalled, which seem to contradict this conclusion. For i ,,,rcLiin;c 
instance, it is well known, that wlnm the news of Napoleon’s ; beyond th 
return from Elba was first brought to England, the price '’oar o/" 
of bills drawn upon foreign conn tries sinldeidy rose tarn per tiny y,!id, 
cent. Mr Mill has remarked, “Of course this premium 
was ]iot a mere equivalent for cost of carriagi', since the 
freight of such an article as gold, evcai with tin.' addidon of 
war irisuruioe, could mwor hav(^ ainouutf'd to so much. 

This great ]irice was an <Hpiiva1ent, not for tJie (lifiiculty of 
sending gold, but for the, anticipated difiiculty oi' ])rocuring I 
it to si'nd; the ex])eclation being, that there would he 
such immetisi! remittances to the tlontijieiit in subsidies, 
and ft)!’ the support of armies, as would piess hard on the 
stock of bullion in the count ly.” 

When the exchange is against any particular country, The state- 
or, in othtT words, wlnui bills njion foreign countrie.s are : "jy'* 
selling at a premitim, it. may Ix' thought tliatr this premium I 
must bt' always exactly equivalent t<j the cost of trans- ! equal to 
mitting the precious metals. It may be .urged that (lu l'heeost oj 
unfavourable exchange is caused by the necessity of trans-. tiny yold 
mitting specie, in order l.o ])ay for an exc(^ss of imports mmibe 
over i.'xporls; therefore the competition of merchants 
amongst each other to |)urchase foreign bills of exchange, 
in order to avoid the cost of transmitting specie, will force 
all forcdgn bills to' a premium equivalent to this cost of 
transmitting specie. If, for instance, the cost of sending 
specie from ‘England to France were two per cent., an 
English merchant who had payments to make to France 
would gain some profit, if he paid as high a premium as 
IZ. IDs. per cent, for bills drawn on France. It would, 
therefore, seem to b*e proved, that when the i.-xchange is 
unfavourable, bills must be at a jnemium equivalent to the 
cost of transmitting specie. There are, however, other 
considerations which modify this conclusion, and which 
also exnlain the fact, that when the exchanare is umfavom-- 
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able, and bills at a premium, this premium does not 
remain constant, but varies from day to day. 

It is, no doubt, true that bills would invariably be at a 
premium approximating to the cost of transmitting specie, 
if it was always necessary to export specie, when the 
foreign exchanges happened to be unfavouniblc to a coun- 
(.ry. But it must be borne in mind that the balance 
which a country has to discharge, when the value of its 
imjwrts exceeds the value of its exports, may often be 
liquidated without the transmission of any specie. For 
instance, foreign commerce is liable to constant fluctuations; 
various circumstances may at any time occur which may 
increase a country’s exports or diminish its imports; thus 
an exchange which is unfavourable may be rapidly con¬ 
verted into one which is favourable. If such an event is 
anticipated, those who have payments to make in foreign 
countries will delay transmitting specie, or, at any rate, 
will refuse to pay for foreign bills a premium equivalent 
to the cost of transmitting specie. Such a delay may be 
obtained by various arrangements; for instance, a person 
whose credit is good can alw<ays readily renew his bills at 
the current rate of interest. 

There are, moreover, valid reasons for assuming that an 
unfavourable exchange cannot be of long continuance ; for 
specie cannot be withdrawn from the currency of a country, 
to ])ay for an .excess of imports over exports, without in¬ 
creasing the value of gold in that country, or, in other 
words, without reducing general prices. But a reduction 
of general prices at once exerts a tendency to prevent the 
export of .specie. If general prices are lowered in a coun¬ 
try, the exports of the country will be increased, because 
it will be more profitable to sell commodities in foreign 
countries. Under the same circumstances, the imports will 
bo diminished, because foreign countries wiil not export 
so large a quantity of commodities to this particular coun¬ 
try, when generally lower prices prevail in it. It, therefore, 
appears that an unfavouriible exchange cannot long con¬ 
tinue, if the specie which is transmitted to foreign coun¬ 
tries is supplied from the money of the country. It has, 
however, been already stated that the precious metals are 
often transmitted from one country to another, eis an or- 
r^o.Tm,TnnirT,fflTtTr .«ArriiTm,eTCe„ SucV. OXlDOrt of Snecie 
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cau scarcely be stiid to denote an unfavourable exchangi-, »o"k hi. 
since the specie is not withdrawn from the money of a ^ 
country, and no effect is conseinionl.Iy exerted on general ; 
prices. Australia, for instance, has often stmt in a single 
year 10,000,000?. of gold to England, but this exptrt of ; 
gold from Australia docs not slum t,hat th(^ foreign ex -1 
changes are unfavouiuble with regard to i.hat country; j 
this gold is simply exported frtnu Australia as an orduiary ; 
commodity of commereo. | 


CHAPTER X. 

THK FUNCTIONS OF CRKDIT. 

BOOK III. TN Political Eeoiioiuy the very name of Credit i.s omiii- 
. i ous of confused and never-ending discussion. Questions 
concerning credit may be regarded as the polemics of this 
science ; for the subject of currency is intimately connected 
with credit. The currency has always been a popular 
topic for much vague theorising; it seems to be not nnfre- 
(juently thought that out of the intricacies of the currency 
problem some spixjifie may be evolved which will sponta¬ 
neously create wealth, and which will provide an adeejuate 
remedy for every national disaster. It will, however, be 
[lerceived that the functions performed by credit and the 
influence it e.xerts on currency admit of a very simple 
explanation. 

Credit signifies the relation which exists between the 
I borrower and lender; credit conseciuently implies trust, or 
i confidence. One individual. A, may have a larger amount 
I of wealth than he wishes either to consume or to employ 
I as capital. Another individual, B, may be greatly in want 
j of this wealth, desiring perhaps a greater amount of 
capital to assist the industry in which he is engaged; B, 
therefore, says to A, If you will lend me your \<’oalth, I will 
pay you a certain annual sum for the use of it, and you 
may depend upon mo to repay it to you at the expiration 
of a certain time. If A has sufficient confidence in B’s 
solvency and is satisfied with the terms which are offered, 
A will lend the wealth to B. In other words, B calls his 
credit into action to borrow wealth from another individual, 
A; credit, therefore, simply signifies borrowing and lending. 
The borrowing does not always take place m the precise 
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manner just described; there is, however, no difference in 
principle, although there may be some difference in the 
mode in which the transaction is conducted. 


BOOK III. 
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For instance, it is customary, when wealth is lent, that 
the loan should bo made in money. If, in the above 
example, the surplus wealth whuih A is supposed to pos- 
se.ss consists of a stock of wheat, he will not, as a general 
rule, lend this wealth in the form of \vh(^-it, for he will 
almost invariably s(!ll the wheat and f hen lend the money. 
Such a course is much more convenienf , sine(' a substance 
which is uniform in its value is always chosen to perform 
the functions of money. When money is lent, both the 
borrower and lendi'r very accurately know how much they 
have respectively to pay and receive. But if, instead of 
money, any other kind of wealth, sm^h as whcait, was lent, 
great risk would be incurred both by the borrower and 
lender; because if the wheat were to b<‘ repaid at any 
particular time, it might then be. only half as valuable,, or, 
on the other hand, p(a’ha]).s far more valuable than it was 
at the time when it was borrowed. 

If it is borne in mind that credit is a synonymous 
expression for borrowing and lending, it will be. readily 
perceived that various circumstances ari- inij)lied in the 
existence of credit. In the first place, then' (Min b(^ no 
credit if a man has not confidimce in the person applying 
for a loan. No one would b(.' willing to lend his wealth, 
unless he believed that he who borrowed it would repay 
it. The more confident a man is in this belief the less 
remunitration will he require for the money which he 
lends. If A lends two sums of 100/. to B and C respect¬ 
ively, and if he places much greater faith in B’s hone.sty 
and ability to pay than ho does in C’s, C will b(f compelled 
to pay a much greater sum for the use of this loan than 
B. It need scarcely be said .that the annual sum which 
is paid for the use of boiTowed money is termi;d the 
rate of interest. Therefore two individuals borrowing at 
the same time aijd from the same person, pay a rate 
of interest which is determined by the confidence which 
he who lends the money may feel that it will be repaid; 
or, in other words, by the faith which he places in the 
solvency of those to whom the money is lent. Since B 
is supposed to be able to obtain a loan at a lower rate of 
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interest than C, B’s credit is for that reason said to be 
better than C’s; hence, credit should be defined as the 
power to borrow wealth. This definition is more precise 
than the meaning given above, but not inconsistent with 
it. Credit being defined as the relation between the 
borrower and lender, credit will be good when this rela¬ 
tion is easily produced, i.e. when money is easily lent or 
borrowed; or credit will be abundant when there is a 
large number of persons ready to enter into the relation 
on both sides, and a large amount of wealth ready to be 
lent and borrowed. 
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It has been said that C’s credit would not bo so good as 
B’s, if C were compelled to pay a higher rate of interest 
for money borrowed than B. But it must be remembered 
that B and C are supposed to borrow money in the same 
place, and in the same country. If B borrowed in England 
and C ill India, C would be compelled to pay a higher 
rate of interest than B, although C’s credit, so far as 
depended upon personal character .and means, might bo 
quite as good as B’s. It would in fact be necessary for C 
to pay this higher rate of interest, not because his own 
credit was not good, but because a generally higher rate 
of interest prevails in India than in England. The cir¬ 
cumstances which determine whether the credit of any 
particular country is good or bad are very similar to 
those on which depends the credit of individuals. If the 
Government of a country is unsettled, a revolution may 
quickly displace the ruling dynasty, and the obligation 
incurred by one Government may he disavowed by the 
next which takes its place. In such a case as this those 
who lend money must be compensated for the increased 
risk which is incurred. . States, either through dishonesty 
or through inability to pay, have sometimes repudiated 
their obligations. Those ^ho subscribe to Government 
loans carefully examine the character and the financial 
position of the states to whom the money is lent. The 
result of this examination is shown in^the price of foreign 
stocks, for the prices of these stocks form a measure of 
the credit of different countries. Kussia can borrow 
money at five per cent., whereas Spain for many years 
could not borrow under seven per cent., and now pays 
about six per cent, [The financial position of Turkey 
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was so bad at the time of the revolt of Bosnia and the I book mi- 
Herzegovina and of the war with Russia in 1876, that . og- k. 
for some years she did not pay any interest on her loans;! 
her borrowing power was suspended and her five per cent, 
stock stood at a nominal price of 12i. Since 1881 the 
management of the public debt of Turkey has been en¬ 
trusted to an International Commiasiou, to whom are 
relegated the excise revenues of the crtnntry. The ap¬ 
pointment of this commission and tlie powers entrusted 
to them have, to a large extent, restored the confidence 
of those who have money to lend, and the public debt of 
Turkey now stands at })rices yielding from a little over 
four to over seven per cent, according to the degree of 
security attaching to the various loans. | 

Hence the meaning to be attributed to the word credit. Confused ' 
is the power to borrow, whether the ci’cdit of an indi- nutioiithat 
vidual, or the credit of a state is sp(^k(Mi of. It may 
perhaj)S excite surprise that so simple a signilication is 
given to the word c.redit, Idr it is often spoken of in a 
most mysterious manner. Thus some politii-al economists 
assert that the priuciph« of this science can only be im- i 
folded to those who properly appreciate the great maxun, ^ 
that credit is capital. If the true uatui-e of credit is ! 
borne in mind, it will be at once ])erci‘ived tliat this 
maxim instead of being pregnant with mcairing is a 
striking indication of confusion of thoughtr ,aud language. 

The fundamental idea attached to capital is that it is 
a fund from which to feed, and otherwise to support 
labourers. C redit is a power to borrow, and surely la¬ 
bourers cannot be fed on a power to IroSrow. 'I’he power 
to borrow, if exercised, may obtain capital. Just in the 
same way, the muscles of a man’s, arm will, if rccpiired, 
lift fifty pounds; but it would be absurd to say, that his 
muscles were* fifty pounds. 

We shall proceed to point out the real a.ssi,stance which 
credit lends to the production of wealth; in doing so, it 
will be shown that if there were no credit much le.ss 
wealth would be sa/ed, and a great portion of that which 
is saved would cease to be productively employed. Poli¬ 
tical economists are not, however, justified in affirming 
lhat credit is capital, although it may be shown that the 
existence of credit materially aids the production and I 

©Till ih'h.O 
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capital of the country must be applied to industry by 
those individuals who actually possess it. A person who 
saves wealth, but does not wish to employ it upon anyc 
industrial purposes, would be prevented using it as capital, 
if he were debarred from lending this wealth- to those 
who would be willing to devote it to the further produc¬ 
tion of wealth. The amount of wealth which is in this 
manner saved by those' who wish others to employ it 
as capital is enornunisly great. Some conception of the 
amount may he formed from glancing over the accounts '" 
such institutions as the London and Westminster Ba' 
which it must be remembered is only one out of 
many great London banks*. The average amount o * 
deposits which are held by this bank exceeds 24,000,000/. 
This vast amount of wealth has been collected from a 
multitude of dejarsitors, who are in very different posi¬ 
tions in society, and who arc engaged in the most 
varied occupations. Experience teaches that even the 
most prudently managed bank need not keep in the 
form of money pn amount exceeding one-thii^ of the 
sums deposited with it, in order to meet the every-day 
demands which arc made upon the bank by those who 
have depositcfl money. If, therefore, a bank has deposi*^ 
accounts amounting to 24,000,000/., at least 16,000,00{ 
of this sum may bo applied by the bank to productiv 
purposes. Tlie profits of a banking establishment inainl 
arise from such an applicxition of their deposits, for thi 
bank cither employs the money directly as capital in 
carrying out some industrial work from which profit is 
realisc(i; or, as is generally the case, the bank lends the 
money to others, who use it as capital, and who pay a 
certain rate of intereat for the loans thus received from 
the bank. But suppose that either from the instability 
of the Government, from a generally low state of com¬ 
mercial morality, or from any other cause, the credit of 
this country should be materially damaged. Confidence 
in banks and other similar institutions would thus be 
lost. Those who now deposit in banks the money which 
they do not require for their immediate wants, would 


The total deposits in the London joint-stock banks on the 27th Jan. 
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then cease to do so, since they would bo prompted to 
hoard it for the sake of security. Some idea may be 
formed of the extent to which such an event would 
affect the capital of the country, wh6n it is remembered 
that the credit of the London and Westminster Bank 
enables it to gather together nearly 24,000,OOOZ. in de¬ 
posit accounts; of this amount a sum equivalent to 
16,000,000^. is employed as capital. The foregoing re¬ 
marks suggest oTie of the many modes by which cTedit 
economises the resou7-ces of the counf.ry. These deposit 
accounts represent the sums whicih tradesmen and others 
keep to meet their current expenses; for instance, a per¬ 
son who receives an official salary of lOOOi. does not wish 
to invest it, because he will have f.o live u])on it during 
the year. He would also be afraid to keep so large a sum 
in his own hou.se,. He therefori' d(;posits il. in a bank, 
and gradually draws upon it as he reipiires it. In this 
:manner, money which would not otherwise be inve.sted as 
capital is collected by banks, and a larger proportion of 
the aggregate sum which is so e,ollecte(l is productively 
|employed as capital. 

1 Again, many persons who accumulate wealth would not 
do so if they wens obliged to engage in bu8in<^ss themselves, 
and to .superintend the industry which may be support'd 
by the wealth which they save. An individual, A, may 
have an annual iiicome of 2000/. One thou.s'and pounds a 
.year suffices for his ordinary expenditure; he is therefore 
felad to save the remaining 1000/., if he (^an prohtably 
ptivest it. But very probably he dot« init wish to engage 
fan any indu.stry hitnself, or if he is already so enpiged, 
|me may not wish to extend his optirations b}^ bringing 
wore capital into his busine.ss. He will, thend'on?, be 
Inxious to len.d the 1000/. which he is dispjxsed to save, to 
■ome one whom he can trust, and who will pay him in- 
■ferest for the use of it. If it is assumed that t.he money 
ft lent to B, B probably desires to borrow it, because he 
f thinks that he can 8« advantageously employ this sum as 
capital, that there will be a proht remaining to him, after 
ftc has paid interest for the use of the loan. If, however, 
Jk. placed no confidence either in B’s credit or the credit 
'of any other individual, he would not lend the 1000/. he 
had saved, and therefore the money would not be em- 
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j ployid as e^ipital, unless A chose so to einplo)f it himself. 

! It has, however, been supposed that he is unwilling to do 
j this; in all probability, therefore, he would spend the lOOOf, 
if theabsenci'. of credit prevented him from hnding a profit¬ 
able investment for it. Tht; cousecpience of this would be, 
that the industry of the country would be .seriously affected, 
since the accumulation of cajatal would be impeded. 

There is anothiw mode in which the existence of credit 
most powerfully assists i ho production of wealth. It has 
been frcc(uently remarked, that nothing contributes more 
pow(!rfully to })romote the wealth of a nation than its 
' jiiiblic works. The railways, docks, canals, and roa<ls of 
this country are not only the surest signs of its wealth, 
but have also been the chief instruments of its industrial 
greatness. Huch an undertaking as a railway, however, 
retpiircs an amount of capital for its construction too 
large to be su])plied by one individual. Such works, 
there'forii, are canied out by a company, who colk^ct the 
rccjuisitc amount of capital from a great number (jf indi¬ 
viduals. 'J’licse individuals would not entrust their (lapital 
: to tlu! company, unless they could place conlidence in it, 

[ or, in other words, unless its credit was good. Moreover, 

; not only must the personal credit of the directors of the 
company inspire confidence, but it is also ncce,.ssary that 
the credit of the country in which the works are wirried 
out shoidd stajid high ; bec^iuse greiit risk will be incurred 
by sinking hii’ge sunjs of money in works which would 
be (.'asily destroyed if the (lovemraent was in a state of 
anarchy, and property conse(iuently insecure. 

Enough has now been said to show that credit, as 
powerfully fis any other'agent, contributes to the pro¬ 
duction and accumulation of wealth. Although credit is 
not capital, yet a great portion of the capital of each 
country is undoubtedly due to the existtsme of credit. The 
higher the credit of a community is, the nnjre completely 
can every particle of wealth which is saved be (iconomised 
Credit, in fact, enables the wealth yhich is saved to be 
immediately applied to the most productive purposes. 

Having in this chapter described the influence exertec 
by credit on the production of wealth, we shall in the nex 
chapter discuss the manner in which the prices of com 



CHAPTER XL 

THE INELUENOE OF CKEDIT ON I'lUOES. 

W HEN an individual, U, uses his nmlit in borrowing book m 
from A a cortain sum of money, it. is natural to sup- , 
pose that A will re((uire some written acknowledgment Different 
of B’s liability to him. The written acknowledgment of /®™'«<’/ 
such indebtedness may be given in many ditfen-nt forms, 
and these various forms may be regardc'd as tin' tangible 
ovidonce of the fiict that credit has been given and taken. 

It will be well to describe sonu'. of these forms in (hdail. 

We will conmnnice with a bill of exc^hange: some re- lUlho/ 
marks have already been made upon thi.s instrument of 
credit. It is well known that the whoic.salc transactions 
of commerce are seldom carried on by ready nimmy. If i 
A sells B a cargo of coal for 1000/., A re(!eivi.'s an acknow- j 
ledgrnent of the debt dui' to him in the folm of a bill;j 
this bill is a written promise ‘ that. B will pay a certain ; 
sum to A on a particular day, and in the bill it is stated 1 
what consideration has beeti given tor the <Iebt which has 
been incurred. 'I’he time which has to elapse before the 
bill falls due is a matter of previous arrangement between ! 

A and B, but upon this point different customs prevail iu 
various trades,, which are very uniformly observed. When 
for instance, a draper purchases goods of a warehouseman, 
a bill for three mouths is almost always given; but in th(i 
book trade it is eustotnary to give a bill for six months. ^ 

A bill of exchange affords a ctmveuient instrumi'iit for They are 
facilitating credit. If in the above transaction B, who is aconve- 
supposed to purchirse the coals, should be. a stranger to A, credit. 
■ it is probable that A may require some additional security 

' The promise is almost invariably given in the form of a written 
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, liesides the written premise of B to discharge the debt. 
Some bank with which B does business may have perfect 
’ confidence in him. B will go to this bank and say, A is 
not satisfied with my promise to pay, but he no doubt 
I would be if a public institution like yours would give him 
i some testimony sus to my solvency. The bank grants 
I l.his request by placing its name upon the back of the bill, 
which i& technically called endorsing the bill. This en¬ 
dorsement makes the bank liable to pay the bill iii the 
('.vent of B refusing to do .so; A then acca'.pts the bill, 
being .satisfied with i.luH additional .security. Now A may 
perhaps be in want of ready mom'.y, and docs not wi.sh to 
wait until the? bill falls due. He, therefore, gets this bill 
discounted; discounting the bill means selling the bill 
for ready money. If the person who discounts this bill 
for A is satisfied with th(j security which is provided by 
the two endorseumnts which ar(( already on the bill, Ik; 
accepts the bill without any further endorsement; but if 
he is not satisfied, he may also require the (indorsement 
of A, the person from whom he purchases the bill. A bill 
of exchange may be thus bought and sold any number of 
times before it falls duo, aiid perhaps each time it is so 
bought and sold it receives an additional endorscinetit. 
Thus it not unfrequontly happens that before a bill is 
finally presented for payment it is almost, completely 
covered with eiuhjrsements. 

Other very usual forms of credit are bank notes and 
clie({ues. The distinction betweciii a bank note and a 
bill of exchange is this: a bank note is a written promise 
I to pay a certain sum whenever it may be demanded; 

I whereas a bill of exchange is a written promise to piy 
! a sum at a certain date, which is stated on the bill. 
Moreover, in almost every country certain .privileges are 
given to bank notes which are not jx)sses8ed by any 
other instrument of credit. Almost every country has a 
State bank, the bank notes from which are generally 
made a legal tender. In this couvtry, any debt can be 
discharged by paying the sum in Bank of England notes ; 

: and, similarly, in France a debt can be discharged by 
paying the amount in notes issued by the Bank of 
France. But the notes which are issued by private banks 
are not a leeal tender. State banks are subject to cer- 
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tain restrictions, which vary in diftbrent coiintries. Onr j 
own bank is regulated by the Bank Charter Act, the j . 
provisions of which we shall hereafter explain. It is only ; 
necessary here to state that this Act pntvides security ; 
that the Bank of England shall not issue notes be- ! 
yond a certain amount, unless it possi'sses a correspond- j 
ing qiiantity of gold to provide for their payment. Al- ■ 
though a Bank of England note is as legal a tender as 
gold coin, yet onr currtmcy is said to be c<aiv(5rtible,; 
becamso the Bank of England is bound, if llici demand is I 
made upon it, to give gold in exchange for its notc^s. But j 
the curreticies of some other ct>untriiis are inconvertible, i 
and when this is the case, no one lias a right to demand 
coin in exchange for bank-iioti‘s, although they may be a 
legal tender. 

Be.sides thii notes wliieh are issued by the Bank of (»'priv 
England, those private banking lirms which existed yaevious ! 
to 1844 are allowed to issue notes under certain c<mditions. 

A moment’s consideration will show that a bank-note, 
whether issued by a state ('stablishmeut or by a private 
firm, is simply a convenieiit form for bringing into ])raoUcal i 
use the crtidit which may be possessed by the bank. All | 
tho.se who place perfect contideucc in the solviaicy of a 1 
particular banker will be willing to accept his notes. A ; 
banker, thi'refore, whose credit is good, can circulate a great i 
number of his notes in his own neighhourh^od, his notes ; 
being willingly accepted by thos(! to whom he is known. ' 

Such notes, however, are nut convenient for payments 
which have to be made at a distance, to those to whom the 
banker is a stranger. The notes of private bankers are , 
never m.ado a legal tender, and if the notes are pre.sented ' 
for payment at the bank from which they arc issued, it is ; 
compulsory that either coin, or Bank of England notes, 
should be given in exchange for them. It is, howeviir, 
manifestly to the advantage of a banker to LssiU' notcis; for 
suppose 60,0001 of these notes are kept in circulation, it is 
ascertained, by experjpnce, that an amount of legal tender 
ecpiivalent in value to one-third of the not(!s issued will 
be sufficient, if kept as a reserve, to meet all the notes 
, which are presented for payment. A banker, therefore, | 
whose notes circulate to the extent of 60,0001, ha.s 40,000/. 
at h’S free disraosa,*. to nlace in some mi^i.table, investirrent ! 
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It is hardly luscessfiry to describe a cheipe. Individuals 
deposit money with bankers for purposes of coiivcinience 
or satiety, and, of coiu'so, they can withdraw any portion of 
tins money when they have a payment to make. But if 
A wants to pay B lOOOl., A does not first withdraw lOOOl. 
from his bank and pay the amount to B, who would then 
])robably deposit the amount received in the bank with 
which h(i might happen to do business. A much more 
convenient course is adopted: A, instead of paying the 
money to B, gives him a ehec|ue, which is simjily an 
instruction to A’s banker that the amount stated in the 
cheijue should be paid to B when he demands it. A is 
thus saved th(^ trouble of withdrawing money from his 
bank; B is aLso saved the trouble of sending so much 
money to his bank, for now In; has only to transmit the 
checpie to his banker, who will place the amount to his 
account, B’s banker faking the trouble of getting the 
cheque paid by A’s banker. 1’he trouble of doing this, 
howe<’er, is very small, for cheques will be drawn upon 
B’s banker, and in this manner tin; che(|ues drawn upon 
one bank are exchanged for those drawn upon another. 
A similar exchange is effected in regard to bills. This 
exchange is daily earned on in London, at an establish¬ 
ment called the Clearing House. The amount of bills and 
cheques thus cxchauged is so enormous that it frequently 
reaches more” than 100,000,000/. in one week'. No gold 
whatever is reipiired in settling the accounts between the 
various banks. Whmi a balance remains in favour of, or 
against, a particular bank, the amount is placed to the 
credit or debit of this bank in the books of the Bank of 
England. Another form of credit, the telegraph draft, has 
lately come so much into use that it has probably led to 
some diminution in the amount of bills of exchange issued. 
These telegraph drafts are orders sent by telegraph. 

The chief forms which credit assumes have now been 
described. It will be perceived that bills of exchange, 
bank notes, cheques, and telegraph, drafts })crform many 
of the functions of money. Credit, therefore, considered 
in this aspect, may be regarded in a certain degree as a 
substitute for money. We are thus led to the main 
.subject of inquiry in this chapter, which proposes to 
* [The averaKe in 1886 was 113,000,0002. a week.] 
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investigate the influence produced by credit on prices. 
We will commence this invcwtigation by ex])laining the 
manner in which bills of exchange, bank-notes, and che(|ues 
respectively perform the functions of intmey. 

Although, in the wholesale transactions of comnnsrce, 
the terms of the exchange are almost invariably expressed 
in pounds, shillings and pence, yet if. very rart-ly happens 
that any money is interchanged between the buyer and 
seller. In such traitsacdons, bills of exchange provide 
a ready .substitnU; for money; it also frequently happens 
that the same bill of exchangi! supplies a substitute for 
money in many tran.sactions b(xsidi‘s the original one which 
first called the bill into existence. We hav(‘. already said 
that bills are often almost covered with endorsements 
before they are finally pre.sented for paynumt. If, for 
instanci', receives from A a bill for lOOU/., H may en¬ 
dorse this bill, and with it purcha.se c(jmmodities to the 
value of lOOOZ. from C. (J in a similar way may agahi 
endorse the bill, and with it purcha.se goods from D, and 
the same process may be (tonfinued any number of times. 
But when this is done, it is manifest that the bill is as 
('fficieiit in its purchasing powc^r, or, in other words, exerts 
the same influence in buying and selling, as if A paid B a 
thousand sovereigns instead <jf the bill, and B purchased 
goods from t! with this money instead of paying C for the 
goods by means of the bill. As long, t herefoix', as this bill 
is kept in circulation, it provides a substituU' for an e([ui- 
valont amount of money. If bills were not used, and if 
no other substitute for money were provided, it is manifest 
that when comuKidities were bought and .sold for money, 
the money must be fiu’thcoming. In discussing the laws 
of price, the ])rinciple. was established, that general prices 
depend upon the quantity of money in circulation com¬ 
pared with the wealth which is bought and sold with 
money, and also upon the frecpiency with which this wa^alth 
is bought and sold befijre it Ls consumed. If more ws'alth 
is produced, and 34 increasisi ipiantity of wealth is also 
bought and sold for money, general prices must decline 
unless a larger (luantity of money is brought into circula¬ 
tion. Suppose, for instance, that the production of every 
kind of wealth is doubled in this counti-y, that every one 
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time, there is no increase in the amount of money in 
circulation. Upon this hypothesis, each individual, al¬ 
though he is supposed to purchase twice as much of every 
commodity as he did before, will only possess the same 
amount of money with which to eflect these purchases. 
He will, therefore, be only able to give the same amount 
of money for double the quantity of each commodity he 
purchases; but this is tantamount to saying that general 
prices have declined one-half. In fact, if there should be 
an increased production of wealth, if there should be more 
buying and scslling, or if any other circumstance should 
I occur tht! lilfect of which is to re(juire the circulation of a 
j larger amount of money, the value of money must rise; 
! or, in other words, general prices must decline, unless an 
increased .su])ply of money is forthcoming, so that a larger 
amount may be brought into circulation. When buying 
I and selling are effected by bills of exchange, the necessity 
for money is as completely dispensed with as if the trans¬ 
action was carried on by barter; those trading transactions 
! therefore in which bills of exchange are employed may be 
I almost indcfiidtely extended without rendering it necessary 
I to bring an increased amount of money into circulation. 

A consideration of some f>f the consequences which 
would enstie if bills of exchange did not exist, will perhaps 
more plainly indicate the influence which they exert upon 
prices. Suppose that all the commodities which are now 
i bought and sold by moans of bills of exchange were paid 
j for by moiKjy; a largely increased amount of money would 
j be required to be brought into circulation. If this ad- 
I ditional supply were not forthcoming, money would rise in 
' value, or, in other words, general prices would decline. 

I Hence bills of exchange, in many classes of transactions, 
; are a convenient and complete substitute for money; con- 
i sc(]uently, if it wen; not for bills of exchange, one of two 
I things must happen. Either the money in circulation 
j must be increased, or the money already in circulation 
1 must become more valuable, since ^ greater amount of 
j money will be required to carry on the trade and commerce 
I of the country. But to say that money becomes more 
j valuable is equivalent to stating that general prices decline. 

I It, therefore, appears that we cannot, by a simple negative 
; or affirmative, an.swer the (question whether an increased 
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issue of bills of exchange affects prices. All that can be 
said is this—If the buying and selling now carried on by 
bills of exchange were effected by money, then one of two 
things must occiir—either more money must be brought 
into circulation, or general prices must <h^clim!. The in¬ 
fluence, however, which is exerted u])oji prices by bills of 
exchange is not due to anything peculiar in the nature or 
form of a bill of exchange ; it is not the bill which produces 
the. influence, but the influeucus is ])roduced by th(.' credit 
which is given. The bill is not this credit, but is simply 
a testimony or n.'cord of its existence;. Thi; truth of this 
assertion is illustrated by the fact that buying aud selling 
may be carried on by book credits, instead of by bills of 
exchange;. Suppose A sells 1? a cargo of coals for 1000/.; 
A, instead of receiving a bill of exchange from B, may 
debit him with the amount in his ledger. L<;t it be also 
assumed that A buys a ipiantity of coal for 1000/. from a 
third person 0, ami that. C again buys 1000/. worth of 
timber from B. I’hen A appears a debtor for 1000/. in C’s 
ledger, and Cl appeal’s a debtor for 1000/. in B’s ledger. 
Payment will therefore be made by cancelling each ilebt, 
for A will cancel B’s debt, if C will cancel A’.s, and this of 
course C will be willing to do if B will c.ancel Cl’s. In this 
Ciise, although the buying and selling «.rc nominally made 
for money, yet the re.sort to book credits enabhis money to 
be as conipIet(;ly dispensed with as if bills of exidiange had j 
been used. It is, therefore, credit, and not tin; jjarticular ' 
form which credit may assume, that enables money to bi‘ j 
dispensed with, aud conseijuently produces an influence on 
prices. 

Bills of oxchangi; are, however, more potent in their in¬ 
fluence on prices than book credits, simply because bills of 
exchange facilitate credit, and call a vast amount of credit 
into action which would never be given if book credits 
were always adopted instead of bills of exchange. For j 
instance, if A receives from B a bill of exchange for goods | 
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sold, then A hixs the power of increiising his credit by 
means of this bill, for he can actually convert the bill intx) 
money, or he can purchase commodities with it; but if A, 
instead of receiving a bill from B, simply has a register of 
his debt in his ledger, he would have no pt)wor of buying ; 
r,o'mmodbj’es bv means of this book credit. 
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Hank-notes completely to yierlbrm all the functions of money; we will, 
more therefore, next proceed to iiupiirc into the influence exerted 

powerful upon prices by credit when in the form of bank-notes. 

iiwirunwiit A bank-note is a far more complete substitute for money 
ni rredit. a, bill of exchange, because a bank-note is used in 

those cfises in which money woidd necessarily be employed, 

: if bank-notes did not ])rovide a sukstitute. fl’he transac- 
; tions, however, which are (effected by bills of exchange 
might, as we have seen, be. often performed by book cre¬ 
dits. kills of (exchange are seldom used, except in the 
' wholesale transactions of tri(d(; and commerce, but bank- 
: notes form a part of the ready money which a man keeps 
; in his possession, to sup])ly the ordinary wants of life. If, 

! th(.(refor(^, an amount of coin e(piivaleut to one-third of the 
: bank-n<>tes issued is k(^pt by the bankers as a niserve, it is 
: manifest that (!ach bank-note which is in circidation en¬ 
ables an amount of money to be dispensed with ecpiivalent 
I in value to two-thirds of the sum which the) note repre- 
i sents. The bank-note circulation of Great Britain varies 
I betwcim 30,000,000/!. and 32,000,OOOZ. If it is 30,0()0,000i. 
i sterling, it may be approximately said that, in consequence 
of bank-notes, a substitute is provided for 20,000,000/. of 
coimal money. The. same proposition may be expressed 
^ in different words, by saying that, if no bank-notes were in 
I circulation, 20,000,000/. inon^ money would be n/quired. 
I If this additional amount were not forthcoming money 
I would become scarcer, or, in other words, general prices 
! would decline. 


The effect It niay be asked. What would be the effect upon prices 
mereaMnii bank-note circulation were suddenly increased? 

the hank- This suggests one of the most disputed of the currency 
note circu- (juestions. As previously stated, the bank-note circulation 
would oar, ' England is placed under various restrictions, the nature 
iiluier dif- I of which will be presently detailed. The purpose we have 
ferent \ in view, at this stage of our inquiry„i8 to investigate the 
staneZ' i t^ffect which woidd bo produced on prices if the bank-note 
■ circulation were largely increased by a removal of all re- 
i strictions which now limit its amount. We conceive that 


the effect which would be produced entirely depends upon 
circumstances. Let it be supjiosed that there is no change 
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in the popnlatiou, or in the conimerciiil condition of the ' 
country. If, under these circumstances, an increased issue . 
of notes were added to the money circulation of the country, 
prices would manifestly rise, because tliere would be now 
more money in circulation to carry on the same amount of 
buying and selling which was |)reviously conduct<'d by a 
smaller amount of money. If however, the additional ; 
notes which are issued simply c.au.se a eorres]K)nding : 
amount of bullion to be withdrawn from circulatifui, it 
is manifest that no effect is javdiiced on price's. Tin.' only 
result is that the tradi' of llu' country is carried on more 
economically, because thes(! nott's, which are simply pieces 
of paper of no intrinsic vahu', jHU'form with e((ual I'fficiency 
all thi! ])urposes wbi<'h wer<! previously fulfilh'd by the j 
gold, now snpposc'd to be disp('nsed with. Con.S('(pu;ntly j 
the. (Hjonomy of this substitution is evident; gold is a 
valuable (tommodity, requiring much lidxmr and ca])ital 
to obtaiTi it. Wi', therefon'. have tln^ following principles 
to guide us in an inquiry into t,he I'ffects i.>f a bank-note 
ciretdation. 

Lst. If bank-notes simph' occupy, in the monetary cir- Thfb 
culation of the country, tlu' place of a corres|)onding valui' 4 
of bnllion, these notc^s jnoduce no effect oii pric('S. ; 

2nd. If it can bt^ shown that, either by the repeal of' ihey < 
the Bank Charter Act, or by any ot her cause, the bank- 1 
note circidation of the country can be iirt'reased without ■ 
withdrawing fnan circulation a corresponding amount id, hnlUo 
coin, it is manifest that tlu! aggregate money circulating i 
in a country will be augmented, and general prices will, eir.-nf 
as a conse(]uene(s undoubUally list;. tUni. 

Although a ('.h(*(pje is not so complete' a substitute CVk'./i 
for money as a bank-note, yet cho(pies often provide 
facilities for dispensing with money which are posscsscsl 
by no other instrument of credit, except a baTik-note. far m 
It has already been explained in what manm.'r che((ues 
render the employment of money unnecessary, lis an ex¬ 
ample, it has beei^stated that the returns i.>f the Clearing 
House show that payments to the amount of more than 
100,000,000/. a week arc made by means of cheques, with¬ 
out re(}uiring the use of any coin whatever. There can be 
no doubt that, if it were not for chetiues, the great majority 
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the money circulation of the country would have to be 
increased to a corresponding amount. If it were not so 
increased, a greater amount of buying and selling would 
have to be performed by the money already in circulation. 
This is et{uivalent to saying that general prices woiild 
decline. 

We have now investigated otic part of the influence 
which is exerted by credit on prices : it mu.st, however, be 
borne in mind that credit exerts upon prices another 
distinct kind of influence, which as yet has been scarcely 
noticed. Hitherto, in this chapter, those eftects on prices 
have alone been noticed which are due to the circumstance 
that cnslit su})plies, when in the form of bank-notes, bills 
of exchange, or cheques, a substitute for money, more or 
less complete. But by far the most powerful influence 
exerted by credit on pric(!s is caused by increasing the 
purchasing powtw of the country. If it were not for 
credit, the demand flw commodities would frequently be 
much loss than it is. In fact, when credit is freely given, 
the demand for a commodity may increase without any 
assignable limits; when the demand is so stinndated, prices 
may temporarily rise in a very .striking manner. We lay 
])articular stress upon the word ‘ temporarily,’ because as 
frecjueutly stated the inice of all commodities, excejd those 
whose supply is absolutely limited, must alw.a\^s in the 
long run be regulated by their cost of production. But 
although cost of production determines a point towards 
which the prices of commodities must ultimately have a 
tendeircy to approach, yet the prices of commodities may 
temporarily either very much fall short of their cost of 
production, or bo greatly in excess of it. These variations 
in price are due to sudden fluctuations in the demand and 
supply of any pfirticular commodity; nothing exerts so 
powerful an influence in producing these fluctuations Jis an 
extended system of credit. If no credit were given, and if 
everything were consequently paid for by money directly 
it was purchased, there would be little speculation; com¬ 
modities would generally be bought as they were wanted; 
everything connected with trade would he regular and 
uniform, and there would be no great variations in the 
demand. This regularity in demand exists with regard 
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bought upou credit for speculative purposes, and the prh^e 
of such commodities never deviates much from the cost of - 
producing them. 

Bread is one of these commodities; it is bought to 
be immediately consumed, and no oni? uses his credit to 
accumulate large stores of bread; hence the price of bread 
is always regulated by its immediate cost of production. 

The price of broad of the same ( juality is uniform through- and m 
out large towjis and districts, and if the cost, of producing 
,a loaf of bread is slightly lessened by a fall of 2s. fi cpiarter 
in the price of wheat, the effect of this is shown by a specnl. 
corresponding fall in the price of bread. On the other 
hand, many (;ommoditics, such as wheat, are largely bought 
on credit for speculative jairposes, and are consecpiently 
subject to the gn^atest Huctuations in the dertiaud. Sup- 
])Ose some event occurs which forehod(!s a coming war; 
merchants may then think that, if the war takes place, the 
foreign supy)lies of various (Minuiodities will In' greatly 
diminished; they, therefore, at once commences to make 
speculative purchase's, hivc-n man can use his credit as 
a purchasing power; if he extorts his credit to jiurchase a 
commodity, he of course a.ssists in incn'asing the demand 
for it. When the first rumours arose in l<sr>4 ol' eominir Kmm. 
hostilities wdth Russia, largo specula,tive purchases of "f ''''' 
tallow W('rc made, because it was thought that all impor- 
fations of that commodify from Ru.s.sia would Ix' .stopped. 

The merchants who speculated in tallow' ('tnploya.'.d their 
credit; they did not withflraw theii' capital from profit¬ 
able undertakings in which it might be invest(;d, for 
the purposi! of purchasing this tallow; thc'y simply em¬ 
ployed their credit in tlnj form of bills of exchange, and 
piid for the tallow with these bills. They no doubt 
intended, either to re-.sell the tallow before the bills fell 
due, or, if they did not do this, they would probably 
pay a certain sum for permission to n'liew the bills from 
time to time. If a commodity in which speculation thus 
takes place does i^ot rise in price as anticipated, many 
of the spcculaUu's are sure to be unable to meet their 
credit engagements, and a commercial crisis ensues. Each 
commercial crisis affords most striking instances of the 
wonderful extent of an individual’s purchasing power, 

rt»r< f.'.'ii-u t TTt fV-TT IMl ?(» 
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referis Uj a very remarkable speculation in the tea trade, 
which is described in Tooke’s History of Prices. We 
will give a brief summary of some of the tacts, which are 
very instructive. 

It was expected, in consequence of our dispute with 
China in 188!), that there would be a rise in the priee of 
tea. Many retail grocers were therefore extremely anxious 
j to lay in a stock of tea, and they accordingly commenced 
1 making speculative jjurchases. One grocer is particularly 
i mentioned who had a capital of 1200/., all of which was 
i locked up in his l)usiiu;ss. If, therefore, he had wished to 
I purchase tea and pay for it with money in his possession, 
i he probably woid(l nt)t have, been able to lay out more 
; thiiu 100/. But he adopted a differerd. course, and em- 
j ployed his credit to its full (ixtent as a })urehasing power. 

’ He ordered chests of tea from every wholesale tea mer¬ 
chant with whom In; w'as accustomed to deal; they did 
: not think of consulting each other, and had, therefore, 

! every rciasou for su])posing that tlui tea which he thus 
i purchased was recpiired for the higitimatc j)urpose8 of his 
i trade. He, probably following the custom of his trade, 

I gave bills due at three, months. Before, however, these 
I bills fell due, tea had risen in priee, ami he was therefore 
I enable.d to realise considerable profits. N(JW' it will be 
i observed, that here was a grocer in a small way of busi- 
I ness, who purchased large (luantituw of tea, and who 
I therefore exerted an influence in increasing the demand 
I for it, without employing a single farthing of money, 

! either in the form of coin or bank-notes. The profits 
{ which the grocer, in the first insttince, thus realised, he 
applied in the following manner to extend his specula¬ 
tions. If a grocer buys tea upon credit, it is customary 
that he should deposit as a security 2/. upon each chest 
of tea yjurchiused. The realisation of profit in the first 
instance enabled the grocer to pay this deposit, and his 
speculative dealing rajudly expanded. A few cargoes of 
tea, however, unexpectedly came to London, having sailed 
before the Chinese ports were closed'; a sudden fall in 
priee took place, the grocer could not meet his engage¬ 
ments, and in the course of his examination as a bankrupt 
it was shown that he had purchased 4000 chests of tea at 
a cost of 80,000/., the loss upon which was 16,000/. In 
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this case, therefore, a coruparativcly poor man was eii-1 01 . 

abled, by using his credit as a purchasing power, in a j ^ 
short time to buy 80,000i. worth of tea. Many others : 
adopted the same course, and every groc(U’ in the country ; 
might have (unployed his en.'dit in a similar manner. It. | 
is, therefore, almost impossible to icssign any limit to the | 
rise of price which may temixirarily take place when (he ' 
detuand for commodities is stinndated by imrchases made. I 
upon credit. The rise, a.s we have bedore sjiid, was only 1 
temporary, for directly a panic commences ereilit is as j 
sparingly allowed as it was beff)r(^ recklessly given. Prices j 
rapidly fall, and they often sink as much Ix'low' that posi- 1 
tion of equilibrium which is determined by cost of ])roduc- j 
l ion as before tiny went beyond it. I 

It must be ('vident, from the oxanqiles jiisl giviui, that | Thr mp- 
overy contrivance wliicli facilitates tin' (‘niplovment of'/"""/'"", 
credit as a purcna.sing ])ower increases the inlluence ot 
credit on prices. Many ])eople believe 1 hat l)ank-notes • die wuMf 
are more (itlicient as a purchasing power than any of the i 
other instruments of credit. As it is conceived that com- i innpnwer 
mercial panics are caus<'d by a reckless em])loynient of! .(/<ov / 
credit, it is concluded tliat restrictions upon tlu‘ i.ssiu' of, 
bank-notes provide the best remedy for tin' [ircvention 1 j,.f. 
of panics. 'rh(‘se opinions ))rompted the passing of the ' 

Bank tlharter Act. This Act w^as introtbieed and carriini i 
by the late Sir Robert P(U‘l in JS-tk; its leading provisions 
admit of a brief and .simple explanation. The main object 
of the measure was to restrict tht; issue of bank-notes; it 
was therefor(^ enacted that the Bank of England shoukl 
not be permitted to is.sue not(!s beyond a certain amount 
uidess a coiTesponding amount of specie or bullion were re¬ 
tained by the bank. The limit thus fixed was 14,000,000^., 
it being thought that tin' funds and various other pi'oporty 
possessed by the Bank would ])rove! a sufficient security to 
meet an is.su(! of 14,000,000/. of notes. The Bank is, how¬ 
ever, compelled to keep in its po.ssession spi^cie exactly 
equivalept in value to every note that is issued biyond 
14,000,000/. If, for*instance, the Bank of England’s note 
circulation is at any time 18,000,000/., the Bank is com¬ 
pelled to retain in its coft'ers 4,000,000/. of bullion or 8})ecie. 

In order that the public may feel sure that this obligation 
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I the London Gazette a weekly statement of its accoun 
! This statement shows at a glance what is the specie reset 
j at the Bank, and what also is its note circulation. T 
' Bank Charter Act also provides that no banks establish 
I after the passing of the measure should be permitted 
j issue their owi notes, and the old banks were not allow 
i to increase the issue of their own )iotes. High financi 
' authorities still continue to differ as to whether this A 
I has the power of doing what it was intended to effect. 

; Many people suppose that the Act secunss the conver 
! bility of our paper currency, but this is entirely erroneoi 
! Tf the Act were rescinded to-morrow, it would still be 
I obligatory on the Bank of England as it was before 
give specie for every note presented to it, if the demai 
were made upon it to do so. 7'he Act compels the Bai 
to keep a. certain amount of bullion or specie to me 
these demands, but this obligation need scarcely be e 
forced in order to ])reserve the solvcncj^ of the Bank. T 
remarkable prudence and wisdom which distinguish ti 
management of that institution are an adeijuate guaranty 
that sufficient bullion and specie would be voluntarily r 
tained in the Bank to meet the demands made upon i 
and even if it should unfortunately happen that the Bar 
should not be managed with the same prudence as heret 
fore, the weekly publication' of the accountf^of the Bar: 
would afford sufficient security that an undue amount 
notes could not be forced into circulation without £ 
adequate reserve of cash to meet them. If such a forcir 
of the note circulation were attempted, a feeling of dou, 
about the solvency of the Bank would ([uickly arise; ar 
the desire of the public to convert their notes into goi 
would cause a large amount of these notes to be rctumc 
to the Bank. But those who most strongly support tl 
Act base their advocacy not upon any security which 
[Wovided for the solvency of the Bank, but upon the r* 
striction which the Act imposes upon the unlimited isse 
of bank-notes. These persons maintain, that during 
period of active speculation, the Bank, if left uncontrollei 
might most powerfully stimulate credit by large issue 
of bank-notes, and thus contribute to force up the price 
of various commodities to an unnatural point. But fc 
I reasons just stated it would be impossible for the Bank t 
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keep ill circulation an amount of notes disprojiortionate to 
'the amount of cash reserve. There can, niorcov'er, hi; no 
doubt that the credit purchases winch ar<' uiiule in times 
of active .speculation arc rarely, if ever, etfected by means 
of bank-notes. Bills of exchange and book credits are the 
instnunents of credit which are almost invariabh' emyilojeil. 
For instance, the retail groeiu' who in l.Sdl) was enabl'd to 
purchase b0,0()0Z. worth of i,ea., although he only possessed 
a cajiital amounting to 12()d/., all of which was locked up 
in his business, never thought of I'mjtloying bank-notes. 
The Bank Charter Act did not then exisi.; I h<‘ Bank was 
perfectly free to issue, as many uote.s as it pleased, yet it 
would have been just as difficult for this grocer to obtain 
bank-notes on credit as it woull ha\c! been for him to 
have borrowed money. It would, theretore, have been im¬ 
possible for him to have speculated to any considiu’able 
extent if he had used bank-notes, instead of either bills 
of exchange or book credits. It Ibns appears that, at 
any rate in thi' |>riniary stages of speculation, credit 
engagements are freely entered into, whether the issue 
of bank-notes is restricted or not. 

It is, however, maintained l.ha.t the Bank (diartcr Act 
comes into operation in the. lati'r stages of speculation, 
for after these credit, purchases have, been continui'd some 
time, many find it difficult to meet their engagements; 
bills begin to fall ilut?, and an anxiety is shown to get 
them renewed. This, therefore, is the time when the Bank 
iis pressed to discount bills; large amounts will be willingly 
ipaid for accommodation, and tin; rate of discount con.se- 
ipieritly rapidly ri.siss. This rise in the rati' of discount 
affords the Bank an opportunity of rt'alising large profits, 
if freely permitted to Issue an uidimiti-d amount of bank¬ 
notes. But the Baidt Oharter Act effectually restricl.s the 
amount of aiicommodation which the Bank can give, for it 
cannot issue notes without ]uirchasiug an isjuivalent value 
of bullion ; if compelled to do this, the profit of the trans¬ 
action is, of course, t|estroyed. In 1848, in lS.o7, and in 
1866, the three panics which have occurred since the psiss- 
iug of th§ Bank Charter Act, the jircssure upon the Bank 
for accommodation was so severe that the Act had on 
all these occasions to bo temporarily suspended. By adopt¬ 
ing this course, the pressure was immediately relieved. 
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The failiin; of those was not prevented who had speculated 
recklessly and unfortunately, but the increased accommo¬ 
dation which the Bank was enabled to give saved many 
fii'jns, who were not oidy solvent but wealthy, from suc¬ 
cumbing under the sudden contraction of credit which is 
sure ti) accom])any every panic. If, therefore, this relief 
had not b(3en provided, many would have been ruined 
without any fault of their own ; for even the most prudent 
firms in this covmtry con<luct their business upon a system 
of credit; they pay for the goods they purchase by bills, 
and they arc jxistified in iissuming that, if they wish it, 
these bills will be renewed, t)r advances will be made to 
thtun by their bankers, unless some very exceptional cir¬ 
cumstances should occur. The credit of a solvent firm may 
perhaps be partly based upon the possession of property, 
and in ordinary times there is no difficulty whatever in 
immediately obtaining mo7iey upon this property to almost 
the full extent of its value. However, in the general course 
of commerce a merchant is sehlom requiu^d to settle any 
of his transactioiis by money, for ho both pays and receives 
bills in almost all his transactions. But, in a commercial 
panic, then! is a complete collapse of credit; bills which 
wei’o renewed befoi’e will Jiot be renewed now unless some 
ruinous pnjinium is paid, amounting perhaps to ten, twelve, 
or fifteen per eont. A gtincral feeling of distrust and in- 
•socurity is provalent throughout the commercial world, and 
cons(.‘()uently no one will, if ha can avoid it, siccept any¬ 
thing but money in payment of the debts that are due to 
him. All the usual sources of accommodation are closed. 
Banks can no longer afford to make advances, for the 
pressure upon them is particularly severe, since their cus¬ 
tomers hastily withdraw their monciy which may have been 
left on deposit. During a commercial panic there is a 
dearth f!f the legal currency of the realm; in fact, this 
must be so; because when crc<lit collapses, payments have 
to be made in money which were never made in money 
before ; consequently a largely increased supply of money 
is temporarily required, and if it 'is not forthcoming, 
money must obtain a scarcity value, just in the same way 
as the value of any other commodity would be affected if 
the demand for it were sudderdy and largely increased. 

None of the ordinary substitutes lor money, such as 
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bills of exchange, will suffice to relieve this scarcity, be¬ 
cause these substitutes are only instruments of credit, and 
the severity of the panic is due to a thorough collapse of 
credit. But Bank of England notes, if allowed to be i.ssiu^d, 
will afford relief, because as long as these notes are piy- 
ablc on demand, people are as willing to accept them as 
the current coin of the realm. Now it is very remarkable 
that, on the three occa.sion.s when l.iu', Itank Act w'as 
suspended, relief was afforded on two occasions wit.hout 
the Bank i.ssuing any additional jiote.s. In IHoT the ad¬ 
ditional issue of notes did not exce<‘(l 1,000,00(1/. sterling; 
in a few days tlie majority of thc.se notes returne<l 

to the Bank, and tlie circulation was again in its normal 
condition. The ndied' may, thoriTi.ire, he re.ally I’cgaixhsl 
as a sentimental remedy. When the Bajik Act w'as sn.s- 
peuded, people thought that there would no longer lx- 
a dearth of money; tbey w'i're, therefore, not, so desinnis 
fcb rec(nvt! ('very payment in money. (Ircdit wast.liiis again 
gra<lually given as IxTon', and the Baoik was ®)nsei|Menl ly 
not obliged permanently to immmse its issue of notes, 
since the cause no longin' existed which ha,d so stimu¬ 
lated the demand for mom'y that it obtained a searcit.y 
value. 

When trade is in its ordinary (tondition, bi'lieve that 
the amount of the Bank of England note circnlatiou would 
be the .same, whether the Bank Aiit existcrl or not. As 
long as bank-notes are convertible intio coin upon demand, 
t he amount of bank-notes which are kept in circulation is 
determined by exact,ly the same causivs as tho.si' whiiffi 
regulate the aiTiount. of the cop])er and silvm- coinage. 
Unless something new should occur, such as a change in 
the. mode of conducting busine.ss, it would he impossible 
to keep in circulation double the. amount of our present 
bronze coinage. Bankers could not induce tixur customers 
to take pence instead of silver; wluiii a tradesman draws 
from his bank the wages to pay his workmen, he takes 
just as much gold, silver, and bronze money .as he Ix'litwes 
he shall require; the pence he only uses to pay odd sums, 
for he would never think of burdening one of his workmen 
with a number of cumbrous pence, instead of p.aying him 
the amount in silver. Similar considerations apply to 
bank-notes; for certain purposes they are extremely con- 
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voniout. If a person who istravellijig takes a considerable 
sum of money about with him, bank-notes arc particularly 
iiseful; they occupy so much less space, and are so much 
lighter than gold. But the rtija-al of the Bank Act would 
be as powerless to make an individual use bank-notes in 
those cases where he now employs gold, as it would be to 
induce a man to use. jjeuei', instead of silver and gold. We 
therefort! conceive thiit, in ordinary times, the amount of 
the bank-note circulation is entirely independent of the 
Bank Act; we also think that this Act e.xorts no influence 
in the lirst stages of s])ecidatiou. 

When, howo'ver, a continuance of excesssive .speculation 
produces a (commercial ]ianie, it has heen shown, on the 
three occcasions wlnm such a panic occurred, that credit 
camiot be- restored witliout a suspension of the Act. W« 
therefore, eon.sidccr the Act 1o be prejudicial in its (cffecjl 
It is generally practically inoperative; it is true, that/ 
a coinmencial crisis its etfec.ts are felt, Imt on such occa¬ 
sions its suspension has always hitlnu'to become necessary. 
Nothing can be more unfortunate than thevse repeated 
su.s]iensious; no one can tell from hour to hour what will 
be done, and yet every one is sure; that, if the Act is sus¬ 
pended, an enormous revulsion will take place in the 
money market, "^rhe rate of discount in 1857 and in 18GG 
rapidly fell from ten to linir per (tent. All this unccii'- 
tainty increasi's the excitenn'nt and distrust which are 
sure to be too prevalent in a period of financial difficulty. 

Inconvertibl(! bank-not(;s are the only other instrunumts 
(•f credit which have; not yet been noticiid. In our own 
country, every bank-note can be immediately exchanged 
h^r coin. A private bank is obliged to give cither Bank 
of England notes, or coin, for the notes which it issues; 
and tin; Bank of England is oblig(.!d to give coin in ex¬ 
change for all its nof.es; our bank-note currency is there¬ 
fore said to be convertible. The currencies of some other 
countries are not in this position, and at the commencc- 
riamt of the present century our (.)wn bank-notes were 
not convertible into coin. From 1797 to 1819, cash pay¬ 
ments were suspended in this country, or, in other words, 
during this time the Bank of England Wius pennitted to 
is,sue notes without being obliged to give coin in exchange 
for them. For some years after the Civil War, the United 
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States afforded the most striking example of a large issne 
of inconvertible paper cuiTency. The war s<‘V(^rely trit^d 
the resources of tlie national ('xeh(Mpier; it wirs conse¬ 
quently attempted to meet the financial pressure by an 
issue of Treasury notes, which were bank-notes not con¬ 
vertible into coin on demand. We shall prcsenf ly consider 
some of the effects of this issue of Treasury noles, and we, 
shall trace, its influence on prices 

. Before procc^eding furtJier with this subject,, it is neces¬ 
sary to j)oint out th(.‘ vmy diffenuit consequences which 
follow, according as an inconvuTtible currency is or is not 
made a legal tender. If an inconvertible' cuiTemcy is madi^ 
a legal tender, an fjjqxirtnnity is inuneeliati'ly .•ilfor<h'd to 
a Government to defraud its creditors (o an unlimited ex¬ 
tent, and the whole mouetarv arrangiuncnis of the country 
at once suffer a most disastrous disturbanci'. Great, stress 
has already been laid upon the fact, that when a currc'.ncy 
is convertible, the bank-note circulation c.'innot. be forced 
beyond its natural limits, b<'cans(', if the l>a,uk-not(‘ issue 
is unduly increased, the notes are .sure to be almost, im¬ 
mediately returned to tlni Bank, in order to lx; exchanged 
for coin. But there is no practical limit, to the issue of 
inconvertible bank-notes, and this is especially I, he case 
if these notes are made a legal tender. A Government, 
may jiay the intercut of its di'bts in these notes. Govern¬ 
ment contractors ma.y also hnv(! the debtff dm^ to them 
discharged in thesis notes; th<! contractors, for instance, 
who supy)lu'd the Fedeiul army with stores and provisions 
were paid in this manner. In fact, so indetiniti' is the 
power of i.ssuing inconvertible notes, that, the .American 
Government was enabhsl in a few mmiths to float 
40,000,000?. of these not.es, wln-reas the Bank of England 
notes in circulation do not much exceed half this amount. 
Inconvertible notes will be as freely accepted as coin, if 
people have confidence that an inconvertible curi'ency is 
only a temporary expedient, iitul that the (.lovernment 
will take scrupulous care never to permit the issue of 
inconvertible tiotes to exceed an amount which can wdth 
certainty bo ultimately redeemed. 

It is, therefore, possible to concc'ive that exceptional 
circumstances may occur, during which an inconvertible 
» The United States resumed specie payments on .fan. 1,1879. 


BOOK III. 
CJI. XI. 


2'heji may 
or may not 
hr a leytit 
ti'udcr. 


Within 
certain 
Jhfiits they 
need not 




4S4 


BOOK in. 
Clt. XI. 

disturb the 
finances 

Ilf the 

countrij, 


hut if in¬ 
creased he- 
tjoud those 
limits the 
circula¬ 
tion must 
he depre¬ 
ciated. 


If not 
made a 
lei/al ten¬ 
der no in- 


Mamtal of Political Economy. 

currency may be issued, if kept withiu proper limits, 
without disturbing the finances of the country. For in¬ 
stance, there can be little doubt that the American civil 
war created a demand for a greater amount of money to 
be circidated in that country; more money was in fact 
reejuired, because raising a large army, and support¬ 
ing it in the field, would nuider it necessary to make 
many more payments in money. If the issue of an incon¬ 
vertible currency in America harl gone no further than to 
satisfy this demand for a greater sum of money to be' 
brought into circulation, no one’s confidence in the finan¬ 
cial credit of the Government would have been shakiui, 
and the inconvertible currency wordd have extwted no 
effect on pric(>s. But the American Government far out¬ 
stepped these legitimate limits. These noti's, therefore, 
became dejireciated, anil the consequence was that they 
fi'll to a discount, or, in other words, gold advanced 
to a premium. In the year 1<SG9 gold in Ame.rica 
was at a premium of about thirty-two jier cent., conse¬ 
quently notes which represented 192/. only exchanged 
for 100/. of specie. In 1870 the premium was about twelve 
]»er cent. As soon as it was resolved to return to specie 
p.'iyments the value of the paper currency became equal 
t,o the value of the gold it reprc'sented, and the financial 
])osition of the United States is now as high as that of any 
country in the world. 

If an inconvertible currency is nuide a legal tender, 
nominal prices may be forced up in proportion to the ex¬ 
tent to which the currency is depreciated. Suppose, for 
instance, that the American Government during the, civil 
war had contracted for a supply of rifles. A rifle manu¬ 
facturer nught have said, I am perfectly willing to sell my 
rifles at 10/. each, but if I sell them to the American 
Government I.must obtain at least 13/., for they will pay 
me in their depreciated currency, and 13/. in their notes is 
barely equivalent in value to 10/. in gold. The nominal 
price of rifles in America would ri.se thirty per cent., in 
consequence of its depreciated currency, and the same 
would be the case with every other commodity. j 

It cannot be said that any injury or injustice is done if 
inconvertible bank-notes arc not made a legal tender, al¬ 
though the issue of these notes may indicate a financial 
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policy disastrous to a country. When these notes arc not “ock hi- 
a legal tender, no one is obliged to accept them; if an in- , <ar. xt. ^ 
dividual does take them, and afterwards discovers that the ; justice is 
Government cannot meet, its obligations, tlie lo.ss which he ; ^ 

suffers is as much his own creation as if he were to accept \ o/' t/ie 
a bill of exchange from an insolv('.nt tradin'. Smdi notes can- , iernmeut 
not exert the same nominal influence' on prices as that ju.st; 
ascribed to inconvertible noti.'s when made a legal tender. 

If inconvertible notes are not made a legal t(nider, there is of them. 
no reason why prices .should be estimated in them. Such ' 
notes would always servo as a bai'onietcr to measure the I 
credit of a Government, for as contidimci' in a Government' 
diminishes, tln^se inconvertible notes would be constantly ; 
falling to a greater disirount. 'PIk! French Ucv(»lutionary i 
Government of 1792 adopted the exi)edient of issuing i 
inconvertible notiss in the form of as.signa.ts, and they , 
atUunpted to maintain the value, of these a.ssignats by as- , 
suring the ])oople that they were the pajier representat ives , 
of the confiscated landed |)ro])erly of France. Hut the value i 
of an inconvertible note is not iucreasisl. aitlnaigh it is ; 
nominally issued as the representative of e<.‘rtain projairty,. 
unless people ean have an assurance that, tin: holders of' 
these notes will have a legal claim to the property, and , 
that no more notes will be issued than wdl be e<piivalent 
in value t.o the property on w'hich their security is ])rc.- , 
tended to be based. What wiadd bo the wdiie of a mort- ; 
gage on an estate, if the owner of it eiadd create any i 
number of mortgages, all of which .shoxdd constitute an ^ 
equal claim to the property ? The French people soon | 
showed that they jilaced no faith in these assignats, which i 
became so rajudly depreciated, f.hat an as.signat of 2000 i 
francs was scarcely sufficient to purchase a cup of coffee. 
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ON TIIK KATK OF INTEIIEST. 

I N tho niincls of most peo|)lo, (;vory quostion concerning 
cum'iicy is so intimately counoetcd with the rate of 
ini.erest, tliat it will Ik; advisqhlo in this place to discuss 
th(^ subject ill a distinct chapter. It is the more necessary 
that we should take this course, because the price of many 
kinds of projierty is directly regulated by the cun-ent rate 
of interesti. 

It was observed, in our remarks upon profits, that gross 
prolits are made up of the three following components:— 
First, iusmanee against risk; si'coudly, wages of superin¬ 
tendence; and thirdly, interest on capital. This last com¬ 
ponent may be regarded as a remuneration for .saving. 
The amount of the last com|)onent may be estimated by 
the interest which can be obtained upon capital, when in¬ 
vested in securities which, according to the general opinion 
of the community, involve no risk whatever. In our own 
country, this certainty against risk of loss is provided by 
the public funds, and tberefore the interest which can be 
obtained on money, when invested in the Funds, always 
affords a measure of the current rate of interest in this 
country. 

The price of funds \aries slightly from day to day, and 
coirseipieutly the currmit rate of interest must also be sub¬ 
ject to daily fluctuations. Rut although the current rate 
of interest is liable to these constant variations, yet through 
a long succes.sion of years they have been confined within 
very narrow limits. [The rate of interest in English Funds 
has lately (188(S) been reduceil from three to two and three- 
quart.ers per cent. Rut for very many years the interest 
was at the rate of three per cent.; during thirty years 
preceding the recent reduction of the rate of interest to 
two and three-ipiarters per cent.] The lowest price which 
Consols reached was 88i.; money invested in Consols at 
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this price would pay an interest of about thre*! and three- 
sevenths per cent.; and as the highest price reached by 
Consols during the same period was 102?., it is evident 
that the current rate of interest, tliough subjeiit to eon- 
steut fluctuations, did not, when estimated by the price of 
Funds, vary so much m half per C(;n1;. during thirty years. 

In the language of every-day life, the ciuTcut rate of 
interest is said to be determined, or rather to be denoted, 
by the price of money. If an individual, a company, or a 
foreign Government, wisluis to obtain money in the loan 
market, they are obliged to jjay a e(!rtain price for the use 
of it, in the same way as they w<iul(l be if they purchased 
any other commodity; the price which is so j)aid is n^pre- 
sented by thci rate of interest vvliich is |)romis(‘d by the 
borrowing )>arty. Sujtposc tln^ Kussian Government cannot 
obtain a loan in our inarkid umler live per cent., wlnsrcas 
f)ur own Government can .at the same lime borrow money 
at three per cent., th(».se who lend money to oiir Govern¬ 
ment think that they incur no risk of lo,ss, .and thend'oia! 
a remuneration of two per cent, is given for the risk which 
is supposed to be incurre.d when lending money (o the 
Ilus.siau Government. With this remuneration for risk 
we ar(! not concerned, when investigating the ciirrcnt rate 
of interesi. 

It is evident that there is .some point which may be 
regarded as a position of stable e(piilibrium about, which 
the (aarent rat»‘ of interest oscill.ate.s. In this country, 
although varying from day to day, it aj)pro.xi mates t(r 
about two !ind three-t|uart,(a’s or t.hree per cf.ait. This 
point, therefore, about which the o.scillation tak(^s place, 
may beregarde<l as the average or normal timount of the 
current rate of inten^st. flVo distinct investigations mu.st 
consequently be made. In the first place, the. caus(vs must 
be ascertaiiKid which detta-mine the average current rate 
of interest; for the (juestion may bci naturally asked. Why 
should not the rate of intc^rest fluctuate about two or 
about four per cent., instead of keeping with so much 
constancy to a little'less than three percent.? After hav'- 
ing made this investigation, we shall then proceed to ac¬ 
count for those small ttiuduations in the rate of interest 
which are almost of daily oceurrenec. It would thus app<?ar, 
adopting the language of the money market, and speaking of 
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tho price of money instead of the r<ate of interest, that the 
laws which determine the price of money require the same 
mode of e.xpo.sitioii as those which regulate the price of 
every other commodity. In the chapters on Pri(!e it was 
explained that the price of each commodity was subject to 
constant variations, which were caused by fluctuations in 
the demand and supply ; but at the. same time these varia¬ 
tions always gravitate to a certain point, which is dcitcr- 
mined by the cost of producing the article, and which has 
been denominated by political economists the natural price. 

The first problem, thm-efore, which [»r(!sents itself for 
solution is this. Why .should the rate of intiwe.st in this 
country, iqion tho best security, la? rather h-ss than three 
percent.? why should it not be either much more or miKih 
less than this—say, for instance, five per cent., or two per 
cent.? A century since, no money could be borrowed in 
this countr}^ iwc'U by Government, at less than five pcT 
cent.; whereas, in Holland, thi; Government has trequmitly 
obtained loans at two pi.'r cent. The rate of interest is 
primarily determined by the capacity and desiri; the people 
of the count.iy have to accumulate capital, compared with 
the demand for the capital which is so accumulated. 
Now, as previously remarked, the amount of wealth which 
is saved will vary ctcteris paribus with the rate of interest 
which can be obtained. If five per i^ent. were the current 
rate instead of two and three-quarters per cent., there 
would be a greater induciaiumt offered to every individual 
to .save, and conseipiently a groatei' amount of capital 
would be saved. But on the other hand, the demand for 
cajjital varies inversely with the rate of interest; there 
will be a greater demand to borrow when money can 
be obtained at two and three-cjuarters per cent., than 
when it is necessary to give five per cent. If, there¬ 
fore, the rate of interest were five per cent., there might 
be an amount of capital accumulated more than sufficient 
to meet the demands of those who wished to borrow; if, 
however, the rate of interest were only two per cent., the 
demands of those who wished to borrow might far exceed 
the amount of capital to be lent. An adjustment 
takes place similar to that which regulates the price of 
commodities, for the rate of interest must idtimately settle 
down to such a point as will equalise the demand to the 
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supply; or, in other words, the amount of capital accu¬ 
mulated must satisfy the demands of those who wish to 
borrow. 

The principle just enunciated affords an explanation of 
the various rates of interest which prevail in different 
countries, ''rhe Dutch are more frugal in their habits 
and less expensive in their mod<‘ of living fhau we are. 
A less powerful inducement will, fhend'ore, make; them 
abstain from spending, and couse(|uently t,wo per cent, 
interest on capital may exert the same, influe.nci^ in causing 
the Dutch to accumulate as would be exertisl ujxni the 
English by an interest on capital of nearly three per cent. 
It therefore appears tha t the amount of ca})ital accumulates! 
or, in other words, the current rati? of interest which 
prevails through an avenage of years, ytartly depends on 
national irharacti^r. In countriits whent the tlovernnnmf 
is nnsiittled and jtroperty insecure, the rate of interest 
is certain to be high, because under siudi eireumstancos 
it would be irnytossible to find any very secure invest¬ 
ment; consequently a portion of the int(-rest received 
may alwtiys be considered as an etyuivak'ut for the risk 
of loss incurred; in the same way people always expect to 
obtain a high rate of interest from hazardous sjteculatious. 
In India, a high rate of interest has always pi’evailed, for 
there property has been ins(‘Curo, the peoph^ being con¬ 
stantly ]>i]laged by the native rulers who tyrannised over 
them. In a young prosjHirous colony such as Australia, 
the rate of interest is sure to be higher than in an old 
thickly peopled country like our own. In this case tlni 
high rate of interest is not to be accounted for, as in India, 
by a want of security with regard to property. It has 
already' been remarked, with rofereiico to Australia, that a 
generally high rate of prolit is sure to prevail when there 
is a plentiful supply of fertile land. But if the average 
rate of profit which can be realists! in trade is high, the 
rate of interest must necc.s.sarily be also high. If tanners 
in Aiistralia on the averjige obtain a profit of twenty yter 
cent., whereas farmers in England only obtain a profit of 
ten per cent., an Australian farmer will pay a much 
higher rate of interest for capital which ho might wish 
to borrow with a view to extending his business, than 
an English farmer could possibly afford to pay. Every 
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circumstance therefore in a country which tends to raise 
the average rate of protit must also produce an increase 
in the rate of interest; on the other hand, the rate of 
interest will be lowered by every circumstance which tends 
to reduce the average rate of profit. 

It has been shown in a previous chapter’ that the 
average rate of profit rises or falls as the cost of labour is 
increased or decreased; it has been also explained that 
the cost of labour is less or greater according as food is 
cheaper or dearer; hence, a bountiful supply of cheap food, 
whether impoi-ted fnjin other couutrie.s, or obtained from 
our own soil by agricultural improvements, exerts a direct 
intluencc to raise the average rate of profit, and conse- 
(jucntly to incre!i.se the avimige rate of interest. But 
in a country like our own, the rapid increase of popu¬ 
lation tends to make food become more ex])eusivc, and 
thcn.'fore the (juestion, whether the general rate of juofit, 
and cons(j(}uently tht: average rate of iu(,crest, will de¬ 
cline as popidation advauce.s, must be determined by con¬ 
sidering whether agricultural improvements and foreign 
importations of food will suffice to meet the demands of 
a larger population without increasing the expense of 
obtaining food. 

The price of many kinds of property directly depends 
upon the average rate of interest. Suppose from any 
cLrcum.stance, ’Such as the cheapening of food, or from 
the opening up of new .and eligible investments for 
capital, that the rate of iutere.st should rise throughout 
England, say from three to four per cent.; a corres])ond- 
ing decline must take place in the price of all such 
securities as the funtls, railway ilebentui'es, and other 
investments, the interest upon which is fixed. The price 
of railway, mining, and other shares, would also decline; 
for the price of these shares is now so regulated by the 
general competition in the money market, that the divi¬ 
dends paid upon these shares must be sufficient, not only to 
return the interest given by inve.stments which are per¬ 
fectly secure, but, in addition to this, to jmwide an ade¬ 
quate equivalent for the ri.sk incurred. The price therefore 
of such shares must decline, if the rate of interest in¬ 
creases. The price of land would also be affected by either 
* Chap. V. Book n. 
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a rise or fall in the gouerul rate of interest. In our own 
country, Land i.s considered as s<?cure an investment as 
Consols. I’liere are many a(lvantag<!s as.sociatcd with 
the ownership of land which are not enjoy(‘d hj’ a fund- 
holder; the ]) 0 ,ssossion of land gives so<aal ])osition and 
political inHuonce, and also affords an oppurtimity for 
enjoying the pleasui-es of a country life. Money inx’ested 
in land does not return so large an interest as if it were 
invested in the Funds, for the advantages just enumerated 
are considered to .afford a compensation for tins sm.aller 
interest received. If, thirefort?, thc> giaaral rati- of inti-rest 
should rise, the j)rice of Cinisols would decline, and the 
price of l.-uid would also decline, b(s-ause land would bo 
expected to pay- a higher rate of interest t han la-fore. 

Wh(-n it is said that the ja-iee of land tends to decline 
with a. rise in the rate of interest, it must not hi- sup- 
}K)Sed that land neei-ssarily diminishes in valni^ as the 
rate of iiiter<-st advane(-s. The p.u ticnlar iiiHiK-in-i- which 
is exerfi-il on t.he priei- of land by a ris(- in the rate of 
interest may bi! understood from t.he following simple 
c.xample:—Let it be sup]>osed that money invesUxlin laud 
ought to return tin- sjime interest as money invested in t.he 
Funds; and this interest may for convenience of illustrat ion 
be supposed to bo thn-e p(-r cesit. A landed i-st.ite, tin-refore, 
the net income from which was flOOO^. a year, would sell for 
100,0001 Jhit the same est.-ite, if t he net annual returns 
from it eontitntod t.o lx- HOOO/., would only si-ll for 00,000/. 
if the rate of inti-riwt should advance from thn-c- to fivi¬ 
per cent., and if people still ex)(ected to obtain the cur¬ 
rent rate of interi-st from money'invested in land. Upon 
this hypothesis the price of this ost.ate and all other 
landed property would di-elini- forty per cent, if t.hi- rate 
of int.erest advanced from thri-i- ti^ live per cent. It must., 
however, bo borne in mind, l.hat. the causes which .affect 
the aver.agc ctirrcnt rate of int.erest may also tiflfi-ct the 
returns to landed ])roperty, or, in other words, the rent, 
of land. The conclusion that the prii-.e of landed projierty 
would decline fort.y'por cent, if the rate of int.erest ad¬ 
vances from three to five per cent, is based upon the as¬ 
sumption th.at the rent of land i-emains unchanged; the 
current rate of interest, in fiact, simply determines the 
number of years’ purchase which land will realise. It 
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may, however, be remarked, that most of the circum¬ 
stances which produce a rise in the rate of interest will 
usually decrease the rent of land; thus, the rate of inttwest 
is raised by a diminution in the cost of labour; cheap 
tiiod decreases the cost of labour, but when food is cheap, 
agricultural produce is also cheap, and farmers cannot pay 
so high a rent for the use of land. Again, if the rise in 
the rat(! of interest is not accompanied by any change in 
the price of agricultural produce, the farmer’s profits will 
be the same as th(*y were before; he will not, howev(!r, ^ 
be sjitisfied with the same profits, bccaust> the. avesrage 
rate of profit throughout the country will rise if the rab; 
of interest is increascsl, and his rent must consecpiently b(! 
reduced. It therefiwe appeal's that a rise in the rate of 
interest will generally reduce the. ])rice of land in two dis¬ 
tinct ways; in the first place, as the rate of interest ad¬ 
vances, the number of years’ purchase which land will 
realise diminishes; in the. second place, the causes which 
produce a rise in th(! rate of interest generally exert an 
infliudioe to decreji.se the rent of land. 

A rimiark may here be made to meet a difficulty whicih 
may suggest itself to some, of our readers. It may be. 
asked, How enn there be, with the keen comj)etitior( of 
capital which distinguishes this commercial age, such a 
difference in the current rate of intcTest as that between 
England and Holland ? It might be thought that Dutch¬ 
men would place the same conhdcuce in our funds as they 
would in their own Government securities, and that con- 
s(M|uently capital would be sent from Holland to be in- 
v<;sted in our funds, instead of beijig employed there at a 
lower rate of interest. If the Dutch did this on a very 
large scale, there would cease to be any marked difference! 
in the rate of mtccrest prevailing in the two countries. 
But howevcw active the competition of labour and capital 
may be, however keen and desirous traders may be to 
realise the largest profits, and labejurers to secure the 
highest wages, yet the people of each community, more! 
or less, restrict the range of competition to their own 
country. The prospect of very slightly higher wages would 
tempt our more intelligent .workmen from I^ondon to 
Scotland; but a far larger inducement must be offered to 
workmen in order to induce them to undertake a shorter 
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journoy: to cross the Ohamiel and to settk' iu b'rau(;o. As 
long, therefore, as these feelings continue, very different 
rates of wages may ])revail in difi'erent countries. In a 
similar manner, although there is no doubt llial caiatal 
pisses more freely than labour from one country to an¬ 
other, yet tlu'. j)eople of each country naturally feel more 
confidence in tluar own Government than is felt by the; 
people of other nations. Ilenet; they may be willing to 
accept a smaller rati^ of interest, from tlieir Govi'i-nmeiit, 
than would satisfy foreign invest,ors. It is evident, thire- 
fore, that although c,a})ital is largely invested in foreign 
countries, yet [)eople so highly appreciate t,he advantage 
of havhig their capital invested in tlnnr owm country, that 
very diflerent rates of interc'st may prevail in two neigh¬ 
bouring nations. 

VVe have now rmnarked upon tlu^ ehi< f ean.ses which 
det,(Tmine the average rate of interest which prevails in 
different countries; it is n<>w neees.sai'y to explain tho.se 
temporary variations in tln^ rat(> of inlercsi which tire 
indicated by daily tluctuatioiis in the price of Funds, or 
by fre([ucnt altiaations in the rah; of disconot. It has 
betm stated, that the price of Fluids did not, vary more 
than fourteen per cent, during many years, conscipiently 
there was not more than about, three-eighths per cent, dif¬ 
ference in the interest w'hieh the Funds ])aid 'vhen at their 
maxiuiutn, and when at their minimum ])ri(ie. Eut alter¬ 
ations iu the rate of inicrest at different times would 
appear to be much greater, if they are estimated by 
fluctuations in the rate ol’disc-ount. The rate of discount 
very freijiumtly varies as much as one per cent, in t,ho 
course of a week, and during a commercial crisis it has in 
a few weeks advanced from four to ten per cent. The 
rate at which the Bank of Kngland diseotints bills is 
termed the bank-rat,e of discount, and this is an indication 
of tin; general rate of discount throughout the country. 
The Bank (undd of coursi' have no pow'er to control the 
rate of discount, unless it carefully followed the wants of 
the money market ;»for if the bank-rate of discount was 
higher than the rate at which ot.lier (.establishments qould 
afford to discount bills, no bills would be taken to the 
Bank to be discounted. If, on the other hand, the Bank 
should discount bills at lower rates than other cstablish- 
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monts, every bill would be taken to the Bank, and tl: 
Hank would be virtually resigning a large amount of profi 
The bank-rate* of discount is usually fixed each Thursda 
at the, weekly meeting of the directors and governor 
and unless something very extraordinary occurs, it is nc 
altered during the week. The bank-rate of discount al* 
regulat(.*s the amount of interest which can be temporari: 
obtained upon money; for joint-stock banks, such as th 
London and Westminsteir, allow interest one per cen 
less than the bank-rate of discotmt upon all sums whic 
are deposited with them exc(!eding 500Z. The interc! 
up(jn de])usits, for instance, would be tiim; ])or cent., whe 
in a commercial 2 *anic the bank-rate of discount was to 
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per cent. 

It may seem extraordinary that there should not hav 
been a greater fall in the Funds and other .such st^curitie 
when bank(^rs would allow interest at the rate of nine pi 
cent. Why, it may be siiid, should any one have kej 
their money in Funds or riiilway shares, which w’ere onl 
paying three or four per cent., when bankers woidd giv 
nine per cent, interest ? It must however be remiunberei 
that everyone knows that the rate of di.sconnt would onl 
remain for a very limited time at ten per cent.; it woul 
rapidly, jjerhaps suddenly, return to its formi*!* amount 
as the crisis subsidi's, the laice of all securities would in 
prove, and the^.i those who sold their Funds or shares t 
enjoy a temporary high rate of interest, would be oblige 
to rc 2 )urchasc them at advanced y)rices. 

The frequent variations in the rate of discount are ni 
due to any jjcrnianent causes, but rather diipimd on tl 
amount of money floating in the loan marki>t, comjiare 
with the amount required t-o supjxwt the various advanci 
made, and the various engagemi'nts undertaken upc 
credit. The rate of discount would immediately rise 
any event should occur which would cause an increase 
demand for sj)ecie. Sup])ose, for exarnyile, that a pri 
spect of war with China should induce our merchau' 
to believe that we might for a tinid be shut out froi 
commercial intercourse with that country; in this cap 
our merchants would at once send out large amounts < 
syjccie to China, for the purpose of purchasing tea an 
silk. These merchants would obtain this money k 
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advances made to them on credit. If they had bills in 
their possession not, yet duo, they would immediately 
get them discounted; hence the demand for discount, 
or, in other words, the deman<l for sjjccie, will bo tem¬ 
porarily increased, and the rate of discount and the 
rate of intcirost will both rise. Any circumstance which 
pauses credit to bo restricted will at ot)c(‘ ]>roduco an ad¬ 
vance iu the rate of discount; for a n-striction of croilit 
nneans, that people ari; more anxious to be paid in the 
(form of money. There will, therefore, bi; a greater anxiety 
shown to convert all such instruments of credit as bills of 
exchange into money; the demand for money will increase, 
and the rate of discount necessarily advance. 

If, therefore, we suimnarise the results of this chapter, 
it may be stated that the average; rate of interest which 
prevails in any period dopemds upon the; amount of capital 
existing in ei eiountry, c.om])arc;el with the' various other 
circUmstanceis whie;h have been cuumeTate'd as affecting 
the ee;onomical conditieen <jf a nation. But thee.se tempo¬ 
rary variiitieens in the rate e)f interest which are marke>el by ! 
almost daily fluctuations in the price of (iemseils, anel in ; 
the rate of discount, are not de;t.ermined by cheinges in the i 
demand and supply of capital, iu all the vixrious forms in ; 
which it miiiistei's te; the jeroeluctieni of vveailth. These i 
variations depe-nd 011 the demand and sujeply of eapital in ; 
one particular form, namely, money; for it. Iwis been shown i 
that a ri.se in the rate eef eliscount is eauseul by an increaseel ' 
demand for reeiely money, usuiilly resulting from a e;e>ntrac- I 
tion of credit. j 
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1 1 ’ has 1)1)011 incidentally remarked in the last and seve: 

other chapters, that a high rate of profit is sure 
prevail in young colonies which possess an abunde 
sup])ly of fertile land. Moreover, the history of every p; 
gre.ssive nation shows that the current rate of interest h 
gradually declined; it would, therefore, seem that an c 
vaiice in population and wealth is sure to be accompani 
by a fall in the general rate of profit. 

The ex])lanation of the different rates of profit whi 
prevail in the various stages of a nation’s progress, sugge! 
questions of as much prac-tieal and .scientific interest 
any that are discussed in political economy. It is soni 
what singulau, too, that these particular questions ha 
perplexed many of the most eminent writers on tl 
science; for instance, Adam Smith failed to give a corn 
.solution of the jiroblem hero presented. All his remar 
on the subject seem infected with the fallacy that 1 < 
prices produce a reduction in the rate of profit. 

General high or low prices indicate nothing wi 
regard to the average rate of profit. High prices simj; 
show that money has a small purchasing power; on ti 
other hand, low prices show that money has a lar; 
purchasing power. If, from the discovery of very ri 
gold mines, the cost of obtaining gold should be great 
reduced, gold might then decline iri value one half; 
this should be so the price of every commodity would 
doubled. It would not, however, follow that such a gre 
rise in general prices would be accompanied by oven ti 
slightest alteration in the average rate of profit. In ord 
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|to prove this, let us incjuire in what manner the position 
^of a manufacturer would be affected by such a change in 
the value of gold as that just su])posed. If general prices 
were doubled, the manufacturer woidd b(! enabled to 
obtain double the price for his goods; but then it must 
not be forgotten, that the money cost of producing these 
goods would also be doubk'd, for lu^ would b(.^ (obliged to 
pay double the price for his Ttiaehinery, a.nd for the raw 
material. His labourers’ wages must also be doubled, 
because now 51. would oidy hav(3 tlu^ same power of pur¬ 
chasing commodities as 50.s. had bofori’. It is therefore 
manifest, that a g(uieral rise or fall in prices is solely 
caused by an alteration in the value of the prec'ious metals, 
and, consecjuently, can have no effect in determining the 
average rate of profit. 

In order that tlu'rc .should be no obscurity upon this 
subject, let us again iui])ress upon our readers, that the 
rate of profit is primarily determinc'd by thr I’atio in which 
any wealth which is producisl is distributed botween (li<! 
capitalists and the liibourers, who have contribtited to its 
production. Unless, therefore, the ann^tint of t.lu^ wcidtli 
itself is increased, the share allotted to th(^ ciipit.ilists can 
only be augmented by tlimini.shing the share ajiprojtrialed 
to the labourers. If, for instance, the emiiloyer’s share is 
one-third, the labourers’ shares will bo two-ihirtls, tind if 
the employer’s profits shotdel be incresased, and his share 
should become one-half, the labourers’ wages must b(s 
diminished, for their sharis would bo oue-lialf instead of 
two-thirds. This proposition, though apparent ly so simy)k^, 
is fundamental, and cannot be too carefully borne! in mind 
by the reader. 

Adam Smith was probably induccid to suppose that 
low profits wore produced by low prices, by misinterj>rot- 
ing certain phenomena of freciucnt occun-encc. When any 
particular branch of industry is cxtremclj' prosperous, the 
prices prevailing in it rapidly advance atid an exce.[)tion- 
ally high rate of profit prevails. On the other hand, when 
any particular branch of trade is dcprcs.scd, prices decline 
and profits are reduced. The connection which thus ap¬ 
pears to exist in certain cases between high or low prices 
and high or low profits am be readily explained. Activity 
of trade is due to an augmentation in the demand for any 

a. n 9 
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particular commodity; on the other hand, an industr 
becomes depressed when the supply of the coramoditie 
produced exceeds the demand for them. In the firs 
place, let it be fissumed that a new market is suddenl 
opened for some kind of manufactures, such, for instano 
as woollen cloth. An increased quantity of cloth canne 
perhaps be at once produc(;d to meet this new demanc 
those who are anxious to purchase cloth compete wit 
each other for its possession; the price of cloth consf 
(juently rises and the manufacturer’s profits are increase 
This advance in profits can only be temporary, for th 
exceptionally high profits will attract capital to the trad 
The supply of commodities will be increased, and thus th 
i new demand will become satisfied. Prices will declir 
and the profit realised in the branch of industry will I 
gradually restored to the natural rate. 

In order to investigate the opposite case, let it be a 
suincd that there is a sudden falling-off in the demand fi 
cotton goods. The supply will, consequently, for a tiin 
exceed the demand. The competition of those who a; 
anxious to sell will reduce prices, and profits will declin 
People arc naturally anxiotTs to contract their business 
it ceases to bo remunerative. The manufacture of cotti 
goods will be gradually contracted. The supply will 1 
diminished; prices will again rise, and profits will be r 
stored to their natural rate. It is, therefore, evident th 
the prevalence of high or low profits in some particul 
branch of trade simply indicates that, for a time, either i 
exceptionally high or an exceptionally low rate of profit 
realised. But a rise or a fall in general prices is solely d' 
to an alteration in the value, or, in other words, in t' 
purchasing power of gold, and denotes nothing whatev 
with regard to the average rate of profit. 

It has already been found convenient to employ t' 
expression, ‘the effective desire to accumulate wealt' 
This effective desire is sure to increase with the soc: 
progress of a nation. The less civilised people are, f! 
less care will they have for the futuie; the more prude 
people are, the more desirous will they be to save wealf 
and thus accumulate capital. It is only the most bac 
ward tribes who do not make some provision for the futu; 
and there is no doubt that a great amount of weal 
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^oiild be saved, even if no prolit could be obtained on m. 
^capital. People would set aside something, in order either . 

to make a provision for children, or to be prepared against 
old age, and such casualties as illness. But the great 
bulk of the capital of the country is saved for the purpose 
of obtaining a profit upon its investment. .It, therefore, 
follows that the amount of profit which is tlins obtained 
primarily determines the amount of capital acciamilated. 

It is, however, impossible to toll the e.xae.t ratio in which 
the amount of capital accumulated would increase or 
decrease with a rise or fall in the average rate of ])rofit; 
all that can be said is this, that the wealth saved will be 
greatly diminished, if the current rate of interest on the 
best security should fall from threi' to one ]>er cent. On 
the oth('r hand, the accumulation of cajiital will be most 
pow(!rfully stimulated, if new and eligibh- investments 
for capital should be opcnsed up. It must, however, not 
be concluded, that if at some future day our (lovc'rnment 
should be able to boiTow money at one per eeiil., there 
would then be less capital accumulated than now. Tin; 
reverse would assuredly be the ease, b(«uise such a fall 
in the rate of interest would prove thati the effective 
desire of the people to accumulate wealth had been much | 
increased; in fact, their ])rudenee would hava; become so > 
great, that then oik; per cent, interest would offer tlu; j 


same inducement to save as throe per cent, does now. I 

It would, therefore, appear that the amount of wealth | CmiMr- 
which is saved in a country at any pai'ticular time is 
partly the cause and partly the effect of the avenage rate amouia «/ 
of profit, for the greater the amount of the ea[)ital which wenlth 
is accumulated, the losn, cwteris paribus, will be tln^ average , ’^ncedaml 
rate of profit; whereas, on the other hand, the. less the 
average rate of profit, tin; smaller, casteiis paribus, will be 
the amount of capital accumulated. An adjustment takes 
place between these diffennit influences; for it is evident, 
in the first place, that a certain average rate of profit the rate 0) 
results from a particular amoiint of accumulation, ami, 
secondly, the amount which is aecunudated deteiniines 
the average rate of profit. In each stage, therefore, of a 
^nation’s social and economical condition there must pre¬ 
vail a certain average rate of profit, this rate being adapted 
to the particular amount of capital which will be accumu- 
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lated by the prospect of being able to obtain the rate of 
prcjfit which is supposed to prevail. Wc are now in a 
po.sition to investigate the general tendency of profits to 
rise or fall as a nation advances; for this can be conve¬ 
niently done by considering the principal circumstances 
I Avhich accompany a nation’s economical progress, and by 
tracing the eficct of these circumstances upon the average 
rate of profit. When a nation is advancing, capital and 
population are sure both to increase. If the population 
I increas(?s faster than the circulating capital of a country, 
there will be a smaller })ro])ortionato amount to distri- 
btito amongst the laboureis, and their wages must iu- 
I (ivitably decline. If this decline in wages is not accoin- 
l)anied by any diminution in the industrial efficiency of 
the labourer, a smaller stun of money will be paid for the 
same amount of labour, and it would, therefore, appear that 
profits must conseciuently bo increase<i. If, on the other 
hand, the circulating ca])ital increases fiister than the 
population, wages must advance;, and the profits of capital 
will be diminished. It might, tlu'refore, seem that an 
incn'ase of population tends to augment the rate of profit, 
and yet such a conclusion is apparently contradicted by 
experience; for in young colonies, whose fertile land is 
only partly occupied, a high average rate of profit always 
I prevails; moreover, it may be observed that profits de¬ 
cline as a country becomes more thickly peopled. All 
the phenomena just described may be very simply ex¬ 
plained. 

It has already been frecpiently aflfirmod that, in the 
absence of any countc'racting circumstances, food requires 
more labour and capital to produce it, and therefore 
becomes more expensive, as the wants of an increasing 
population render it neces.sary to resort to less productive 
land. If food could be obtained in indefinitely large quan¬ 
tities without any increased cost, every ixdvance in the 
pojmlation of the country would exert a direct influence 
to raise the average rate of profit. In every old country 
the remuneration received by the worst-paid labourers 
may be regarded as the minimum wages, or, in other wonls, 
the least wages which will suffice to support the labourer. 
As an example of this, our own agricultural labourers may 
be cited, for everyone who is acquainted with their con- 
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(lition must, know that their wages (xtuld not be reduced, | 
without depriving them of many of the Krst necessaries I 
of life; such a dojtrivation would diminisli tlndr manual i 
strength, and decrease the efficiency of their labour. The ; 
wages of the agricultural laVtourer in this country arc! 
barely sufficient at tlie present time to provide him and 
his family with t.he chc'apest clotliing, and tlie. simple st | 
food. Let anyone take the average earnings ol’ an agri¬ 
cultural labourer in the west of England, and lei. an esti¬ 
mate be formed of this lalxairer’s c'.xpenditnrc!, and it 
will be found that it is impossible; for an agricultural 
labourer to eat meat more than once; a vvc'ek; he is 
moreover jcowcrle.ss to make any provision against old age' 
(jr sickness. Let us inquire what will take place' if jxepida- 
tion increaseis, and food be;come's more e-xpcnsivi'. It may 
be- assumcHl, in oreh'r to illustrate tlie argument, that bread 
rises.in price fifty jx-r cent.; such an a.ssumi)tion is by no 
means imaginary, for within the last fi'W years the*re; has 
be!e'n in many distric'ts in England a gre-ater rise than this 
in the prieeo of mevit and dairy produce. Labourers woidd 
endure rnuc.h suffc'ring if they obtained less hreail tlian 
they arc now accustomed to consume; if, therefore, bread 
rose in price fifty per cent., it weaild be; impo.ssibh' for 
agiicultural labourers to live on their present wnges-. their 
wageis, therefore, must be' r.iised, or, in oI.Ik'I' words, the 
cost of labour increases, if no counteracting.eireumstances 
intervene to prevent food beeioming more' expe'usive, as 
population adveinces. Hence, in a country like; Enghind, 
which is aelvane;ing in ]x>pulation and wealth, two a.gene;ie's 
are constantly e.xerting an intiuoneee to reduce jirotits. 

In the first place', an incre;ase;d ]x)])ulation te'nds to make 
food more e.'xpensive;, but if food be;conies more e'X]tensive, 
the cost of labour is augm(;ute;d, and this cannot Inqqeen 
without diminishing proKts. In the second phiee, as a 
nation advances in wealth, the; pexqele be;come more leru- 
dent, a sniidle'r return on capital will iueluce them to save?, 
and, conseque;ntly, a groate;r capital is accumulated in pro¬ 
portion to the profile which eian be; re;alisoel u|)on it. There 
can, however, be no doubt that many circumstances come 
into operation which act more eer less powerfully to reitard 
this fall in profits. Thus it should bo borne in mind, 
that only a portion of the capital accumulated in England 
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is invested in the country itself, either as circulating or 2 
fixed capital. Our capital is freely invested in othe 
countries; wo subscribe to foreign loans, and by our ai 
many most important railways and other works have bee 
carried out in every quarter of the world. As an exampl 
it may be stated that of the 15,000,000^. which has bee 
spent upon the Grand Trunk Railway in Canada, nearl 
the entire amount was subscribed by English shareholder 
Every year the field for the investment of capital in foreig 
countries is rapidly extending, and it will continue t 
extend, as the barriers of prejudice arc broken dow 
between different nations, and as security of property 
spread over a wider area. Now all this capital which : 
accumulated, but is not invested, in our own country, pn 
duces no effect, either upon the average rate of prof t, < 
upon the wages paid to our labourers; and as the field fi 
the investment in foreign countries may become of almo^ 
boundless extent, it is qxiitc possible to conceive thi 
capital may continue to increase, even with greater rajiidit 
than it has during the past few years, without causii: 
any fall in the rate of profit. If, however, this outlet f 
our savings should be at any time partially closed, 
great stream of capital would be turned back upc. 
England: the circulating capital of the country^ wou. 
consequently be greatly augmented; the wages paid to tl 
labourers, and, therefore the cost of their labour, would 1 
greatly increased, and the rate of profit would rapid 
decline. 

Observations have now been made upon the extent 
which a fall in the rate of profit resulting from a co; 
stantly increasing accumulation of capital may be couute 
acted by the investment of capital in foreign countrit 
We will next speak of the principal circumstances whi< 
counteract the decline in profits, which will be sure to a 
company an increase in population, unless supplies of ches 
food can be obtained. Agrictiltural improvements, ai 
the importation of food from countries less thickly peopl 
than our own, are the chief circumsiances which enab 
additional supplies of food to be obtained without an i 
crease in its cost. In the first place, with regard 
agricultural improvements, there can be no doubt th 
superior methods of culture have largely augmented t 
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average yield from e<ich acre of laud in tliis couutry, and .book hi 
this larger produce has been obtained without a grc‘ater 
proportionate expenditurts of labour and capital. Two vcTy 
prominent improvc.-ments niH'd only be mcTitioned. It is 
well known that much comjiaratively unproductivi; land j 
has been made to produce large crops of corn, by the culti- j 
vation of the turnip, and by t he use of artilicia! manures. ' 
Improved implements are every yi’ar introducing grcatci' 
efliciency and economy into agriculture. Jf we were com¬ 
pelled to obtain from our own soil all the additional food 
which an increasing population would require, food woidd 
greatly rise in jirice, the cost of labour would be increased, 
and profits would dccliin^. 

Those political economists who consider (fmt a deidine ‘«f«- 
in the rati; of prolit must of ncitessity acc()inpany an ad- 
vance in p<q)ulatiou and wealth, frec|uently allirm that 
material progress has very definite limits, and that the, 
jirogress of twh nation must,, neces.sarih, sooner or later 
cease. It is, for insl.ance, mainraiiu'd that if tlni rate 
of ])rofit contiiUK's to de(dine, the returns to capital will, 
after a time, be so small, that no ade(jmit(^ iinlucenient 
will be Iield out for iucri-ased accumulation. Umhir these 
circumstamvs, capital will not be further iimretisi'd, the 
rate of [irofit will havi' reached its lowest limit, and the 
nation then will arrive at what, is called a s1ationar\ .state. 

A stationary state is of course a pos.sible ccnitingeniy, and 
there can be no doubt that England might soon bo in 
this condition if tho.si* causes which have been enume¬ 
rated, as tending to keep up the rate of profit, cioased to 
act for any length of time. Ihit, with regard to almost all *<’<’)/« fo 
(iountries, the stationar}- state was more likely to be at- 
tained fifty years since than it is now. During the hvst thanfor- 
century, the Dutch freipiontly lent moui'y to their Clovcm- vierly. 
meut at two per cent.; this indicates a lower rate of 
profit than has prevailed in any European couutry for many 
years past. Holland in the last century no doubt vc'iy 
closely aiiproached the stationary state. But the general 
condition of Europe was then so disturbed, that compara¬ 
tively little capital wjis sent from one countiy to another 
, for the purpose of being invi.'sted; hence, nearly all the 
capital which was accumulated by the thrifty Dutch had 
to be invested in their own country, and the result of 
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this was that the rate of profit which prevailo<l wtis s< 
low, that no suflficiont inducement was offered to increase 
the amount of capital accumulated. 

There are many other modes in which capital is ab 
sorbed, be.sides those which we have enumerato<l; fo; 
instance, the conversion of circulating into fixed capita 
tends to keep up the average rate of profit. During the 
first years of the great railway extension in this country 
the average rate of interest undoubtedly rose; there wa 
a great demand for capita], and the tempting specula 
tions which presented themselves induced many to with 
draw capital from business, and (siubai'k it in railwa; 
undertakings. Dut when, by the conversion of circu 
lating inf.o fixed capital, the wages fund of the countr 
is diminished, the cost of labour is decreased, and an in 
fluence is thus exerted f.o raise the rate of profit. Suc: 
diminution in the wages fund is by no means hyjjc 
thetical; the wages of labourers have often been for . 
time decreased by the sudden couvei-sion of a larg 
amount of wealth into fixed capital, in th(i form of rai; 
ways, machinery, <fec. The injury to the labounirs, it : 
true, is only temporary, because machinery .and nsefi 
public works grc^atly augment the productive resourci 
of the country, and create a larger fund, from whic 
future capital may be .accumulated. 

Some people have considered that the average rate < 
profit is kept up, or is prevented from falling, by th 
destruction of capital, which always takes place in thof 
commercial panics which seem to recur with periodic r 
gularity. The phenomena which accompany these crisc 
give colour to this opinion. In consequence of the ii 
creasing .accumulation of ca})it.al, the money market is i 
length said to become glutted with ctxpital seeking f 
investment; loans are freely offered, and the rate of i; 
torest declines. In such a state of things any unde 
taking which offers a' prospect of unusual gain is eager 
.support(;d; a specuhitive feeling is thus engendered, tl 
excitement (piickly blinds men’s judgment, all kinds 
fictitious schemes are brought forwanl, and capital 
recklessly subscribed to carry out unprofitable undt 
takings. Directly the mania begins to subside the loss 
of individuals become revealed, and it is discovered th 
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immense sums of capital have been Wiisted; the surplus 
capital which was floating in the money market has been 
destroyed, capital becomes scnrcor and the rati^ of interest 
rises. Hence, no doubt, a commercial crisis yuYxiuces a 
considerable effect on the rate of profit by absorbing, or 
rather by destroying capif al; but it is to be doubted 
whether the influenct! thus extirted is s,) povNeiful as that 
which is produced by those otlu'r circumstances already 
described as susf aining the average rate of profit. 

The general remarks whieli have lieisi made in this 
chapter may bo illustrated by explaining the high average 
rate of profit which |)revails in a young colony such as 
Australia. The material condifion of a counfry in the 
position of Australia is characterised by an abundance of 
I'ertile land and by a comjjarative s< areiiy of capital and 
labour. The economy, fherefore, of .an old country like 
England affords a direei, contrast; for in England fertile 
land is scarce, an<l labour and capit;il are both abundant. 
When fertihi land is phaitiful, food is sure to bt^ cheap, 
and this will bo especially t.riu? with n^gard to those kinds 
of food which recpiini litth* labour for their ))roduction. 
Eor instance, immen.se flocks of .shecip have been fed on | 
t.li(! pastures of Au.sta’alia entirely for the sake of t.hi-ir I 
tallow and wool. The meat of iheso shea-]) was of no vahus 
what('.v(U’, until the gold disitoveries brought a sudden fic- 
cession of [)opulation; for previously thiu’e were otdy 
enough people in Australia to consume .a small portion 
of the mutton that wjis annually killed. Wheat, however, 
was not relativfiy so cluvap as mutton, because the cidti- 
vation of wheat reejuires considerable ca])ital and labour. 
Labour was, however, scare.e, and the im])lements of agri¬ 
culture wore expensive. Although labour and capital may 
bo bot.h scarce in such a country as Australia, yet it is evi¬ 
dent that the returns of this labour and capital, if applied 
to oultivate the .soil, must be extremely great when it is 
remembered that in such a country (weii the most, fertile 
laud can be obtained at a im^ndy mjminal price. 

The industry of<a young colony is sure to be almost en¬ 
tirely confined to agriculture, for th(( great abundance of 
fertile land at her command gives her superior advantages 
in comparison with older countries. On the other hand, 
it is impossible for a young colony to compete successfully 
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in manufacturing industry; she does not possess the ap¬ 
pliances which manufacturers require, the machinery would 
have to be imported, and labour would be more expensive. 
Our operatives would not, of course, emigrate to Australia 
unless th(!y expected to obtain higher wages. The same 
considerations apply in a somewhat modified degree to 
mining industry; the gold mining of Australia is an ex¬ 
ception to this, because comparatively few countries pro¬ 
duce gold, and therefore Australia has little competition. 
But in the case of such minerals as copper, which are pro¬ 
duced both in England and Australia, it is impossible for 
Australian copjjiu- mines to compete against English copper 
mines, unless the former are far richer than the latter. 
Labour and machinery are so ex{)ensive in Australia, and 
the cost of bringing the ore from the mine to the coast is 
so great, that many a copper mine which is unprolitable 
in Australia would be a source of enormous wealth if it 
could be transferred to England. 

We may, therefore, conclude that the industry of a 
colony can be most advantageously employed in agricul¬ 
ture and in supplying those wants of the people for which 
provision cannot be made by importing commodities from 
other countries. For besides agricultural labourers, there 
must, in a young colony, be bricklayers and carpenters to 
build house.s, and all the various retail dealers and others 
connected with them who mini.ster to the daily domestic 
re<ini rements of life. Since, therefore, agriculture is the 
staple industry of a colony, it is evident that the average 
rate of profit which prevails will be regulated by the 
profit which can be obtained upon agriculture. When 
there is abundance of fertile land, everyone can easily 
become a farmer; hence capital would not long continue 
to be employed in house building, or in retail trades, 
if a larger profit could be realised by investing it in 
agriculture. In order, therefore, to explain the high rate 
of profit which prevails in a colony, it will be necessary 
to show that the profits on agriculture are larger in a 
colony than in a thickly peopled country. Where fertile 
land is so abundant, it is of course only necessary to 
cultivate the most productive soils. Consequently labour 
and capital, when applied to agriculture, will be far more 
productive in a colony than in a country like our own. 
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It may perhaps, however, be said, that we have land far 
more fertile than any which is tilled in Australia. This, 
no doubt, is true, but the English farmer has to pay a 
heavy rent for the use of land, and ho does not on the 
average realise greater profits than the farmer who culti¬ 
vates worse land, but who pays a smaller rent. England’s 
population is so great, that there is a demand for all the 
produce which can be raised from her cultivated soil; high 
rents therefore must prevail. These rents are an essential 
part of an English farmer’s expense; he pays his rent for 
the use of an efficient agent of j)roduetion, just in thi; 
same way as if he wore compelled to punffiase a useful 
machine. The fiirmer iti a colony has, speaking com¬ 
paratively, to pay no rent; he is siived this heavy expense, 
and there consequently remains a greater amount of 
produce to be distributed between the farmer and th(^ 
laboiu'er. Wages and profits are, for these reasons, almost 
invariably higher in a colony where fi'rtile land is abun¬ 
dant, than in an older countrj’ where the growth of 
population has made land scarce. 
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ALL political economists who preceded James Mill and 
jLX. Ricardo, arid many who have succeeded them, seem 
to anticipate a general over-production of commodities 
as a jxjssible or even probable contingency. Dr Chal¬ 
mers and Mr Malthas went so far as to impress upon all, 
the duty of exercising a moral r(;straiut with regard to the 
accumulation of capital; for if this were not done, they 
feared that wealth would only be created to be wasted, 
and that it would be impossible to consume a great por¬ 
tion of the commodities produced. Sismoudi was iictually 
o})posed to the use of machiniiry, because he bidieved that 
if the production of wealth was so much facilitated there 
would inevitably ensiui a general over-production of all 
commodities. 

The fundamental error involved in these opinions 
would probably never have been supported by the three 
great writers just mentioned, if there had not been some 
ambiguity in the meaning they attached to the expression 
‘over-production.’ Let us therefore commence by defin¬ 
ing what is meant by this word. Now, over-production 
may exist in two very difi’erent ways: in the first place, a 
greater quantity of commodities may bo produced than 
can be sold at remunerative prices. In this ca.se there may 
be no deficiency in the power of consumption. Everything 
which is produced can be readily coiisumed, but those 
who have a demand are not willing to pay such a price 
as will remunerate those who produce the commodities. 
It is difficult, from the language employed, to determine 
whether this is the kind of over-production which is 
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intended by Chalmers, Malthus and Sismondi. It is, per- 
haps, more probable that they conceived a second kind of , 

over-production, differing very essentially from this. It 
is possible, as an hypothesis, to suppose that a greater 
quantity of all comtnodities may be produced than people 
really want. In the course of this chapter it will be proved 
that such an over-production has never taken place in this 
past and is never likely to occur in the future. 

With regard to the first kind of over-production, it has The evils 
been stated, when considering the laws of value and price, which may 
that some particular commodity is frequently i)r()duced in '^ter-pro-”^ 
excess; the price at which it sells will then cease to be duetionin 
remunerative, and the y)rofits of those who produce the **'^*^”**„ 
commodity are conso(juently reduced. These low profits 
discourage the production of a particular commodity; in 
this way its supply is diminished, the demand is once 
more equalised to the siqi^dy, and priccis are again made 
remunerative to the produciT. Whcni these low j»rofits 
temporarily prevail in any branch of industry in conse¬ 
quence! of ovcr-prodeiction, it is .said that the jearticular 
trade is dull or depressed. It is ([uite possible that such j 
dullness and depression caused in the mamu:r above i 
described may exist in (jvery trade; if such a phenomenon 1 
should really occur, it would no doubt have been ce>nsidered 
by the above-mentioned writers to denote! general over¬ 
production. In one sense, it would be ov/)r-production; 
but the word has a double meaning, and by the aid of 
this ambiguity the most mischievous economic fallacies 
are speciously propounded and readily assented to. The are ad- 
method adopted is the following:—Certain phenomena are <^sced to 
described, and are admitted to prove the existence of ^^Zmiuy 
general over-production in one of its significations. When, of a pro- 
therefore, the possibility of over-production is proved, 
numerous events are shown to result from over-production "{Jalth 
in its other signification, and therefore the possibility that than can 
these events may really occur is regarded fis proved, be- 
cause the existence of over-pniduction in its other sense * ‘' 
has been admitted# This method of reasoning affoids a 
basis for an indefinite number of fallacies. If it be admitted 
that there is over-production, so far as it is represented 
by low profits, yet it can be proved that there never has 
been, and there never will be, over-production in the 
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sense that more commodities are produced than people 
will consume. 

Let us consider the case of a market being over-supplier' 
with some particular commodity. If the American civi] 
war had not occurred, the cotton manufacture of Lanca' 
shire would, no doubt, (juickly have presented an example 
of what is commonly called over-production. During the 
years 1859 and 18G0, the Eastern demand for cotton goodt 
was extremely active; prices ruled high, and unusually 
large profits wore realised. Every manufacturer was con- 
set|uently stimulated to produce on iis large a scale as he 
possibly could. All t he existing mills wc^re worked to theii 
utmost, and new mills were rapidly erected. The extrr 
demand which caused these large profits wcudd no doidh 
soon have been fully supplied. Manufacturers, if we may 
judge from past experience, woidd not have sufficiently 
diminished their production as the ad<litional demand foi 
ci)tton goods became gradually satisfied; the market, there¬ 
fore,- would almost certainly have become over-supplied 
and the unusual activity which had ]jrevailed in this branch 
of industry would infallibly have been succeeded by low 
profits and general dullness of trade. In fiict, activity ant 
depression always seem to succeed each other in regula: 
cycles. 

Although the market may be thus over-supplied with 
cotton goods, ,uo one can suppose that these cotton goodt 
will be wasted; there would be no difficulty whatever ii 
selling the goods if they were only offered at a sufficiently 
low price. These low prices may be very disastrous to the 
manufacturer, but what he loses is gained, or is saved, by 
those who purchase cotton goods; there can therefore b( 
no waste—all that happens is simply that the producers o 
certain commodities miscalculate the extent of the demanr 
when these commodities are offered at a particular price 
If the demand is over-estimated, the producers will realise 
.smaller profits than they anticipated. But such an exce« 
of supply can only be temporary, because l«w profits wil 
check production. The demand for a commodity is deter 
mined by its price; raise the price of a commodity, an( 
the quantity of that commodity which will be purchasec 
is at once diminished. But, on the other hand, by suM 
ciently lowering the price, the quantity of a commodily 
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which will be purchased may be indefinitely increased. 
There is a certain average rate of profit which prevails in 
a country at any particular time. Unless manufacturers 
and traders hope, on the average of years, to realise a cer¬ 
tain rate of profit on their capital, they will nut continue 
their business; they would rather withdraw (heir capital 
as speedily as possible, and invest it in other undertakings. 
A constant tendency is therefore in operatiun which so 
regulates the price of commodities that the ordinary rate 
of profit is, on the average of years, givim to each class of 
producers. If the price of any commodity is more than 
sufficient to do this, the production of the commodity is 
stimulated, the supply is increased, and ih(“ price of the 
commodity must fall in order to make the (hnnand meet 
the increased supply. But whenever the prhx' of any 
commodity falls .so low as to caus(‘ a particular branch of 
imhistry to be comparatively uni'cmunerative, thiu-o exists 
what is commonly called over-])roduction; such over¬ 
production can only be temporary, for the low priccjs will 
exert an influence to check the sujiply of the commodity, 
and th(i price of the commodity will soon be raiseil, so 
that the producers of it again receive th(^ ordinary rate of 
profit. 

It, therefore, appears that however great, may be tin; 
accumulation of capital, commodities are sure not to be 
produced so as to be wjisted ; there will be always jiersons 
read}'^ to consume the commodities which are produced, if 
the price at whi(;h they are .sold is suffici(!utly low. Clon- 
sequontly the accumulation of capital, as was pointed out 
in the last chapter, may reduce profits, but never causes a 
superfluous production of wealth. Capital may be mi.sap- 
plied and wasted, and when a very low rate of profit pre¬ 
vails, there is always a great temptation, as is proved by 
every commercial crisis, to scpiander capital upon useless 
and unproductive schemes. People become dissatisfied 
with the small profits of legitimate trade, and therefore 
recklessly embark ijj any scheme that affords a prospect 
of large gain. But such a misapplication of capital, result¬ 
ing in a waste of wealth, is a very different thing from 
A^alth being produced in such superfluity that it must be 
wasted for want of consumers. It is true that the invest- 
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by the prevalence of a low rate of profit. The capital, 
however, need not be so invested, for it could still be em- 


j ployed productively; if it were so employed, the supply of 
i commodities would be fartluir increased, and profits would 
I again decline. This decline in profits would be disadvan- 
I tageous to the producers; the consumers of the com¬ 
modities would be benefited, and the wealth of the nation 


would be increased to tin full extent of this additional 
production. 


I When discussing the subject of capital the most ex 


trerne ease of over-production was assumed; for it was 
supposed that capital went on accumulating so fast, and 
th(' production of commodities was so largely increased, 
that at length the labourers were able to obtain every¬ 
thing which they recpiired. It may la; .said that if in 
siu^h a state of things capitalists should continue to accu¬ 
mulate, and labourers continue to labour, additional wealth 
would bo produced, which no one would have any de.sire 
to consunn^ but .such a supposition tacitly assumes that 
men have an uncontrollable desire to labour, and that in 
fact they labour for labour’s sake. This is entirely con¬ 
trary to the experience' of human nature: men labour in 
order to satisfy their wants, and to provide themselves with 
the enjoynumts of life. Labourers would gladly shorten 
their henirs of toil, if, in consequence of an increased 
accumulation of capital, the remuneration of labour 
should ever be so largely augmented that their wages 
should become sufficient to supply them with all the 
nece.ssaries and enjoyments of life. It, therefore, appears 
that, upon the most extreme hypothesis, there cannot be 
over-production, in the sense conceived by Malthus, Chal¬ 
mers, and Sismondi. The fallacies they propounded on 
this subject were no doubt duo to a misinterpretation of 
the phenomena connected with the low profits which pre¬ 
vail in a trade when there has been an over-production of 
some particular commodity. Mr J. S. Mill has aptly 
remarked that any “ difference of opinjpn on the subject of 
over-production involves radicalljy^ different conceptions of 
political economy, specially in its practical aspect. On 
the one view we have only to consider how a sufficient 
production may be combined with the best possible dis- 
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considered—how a market can be created for produce, or “• 
how production can be limited to the capabilities of the 
market. Besides, a theory so essentially self-contradictory 
cannot intrude itself without carrying confusion into the 
very heart of the subject, and making it impossible even 
to conceive with any distinctness many of the more com¬ 
plicated economical workings of society.” 
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W E intend in the present and in the following 
chapter to tincc some of the consequences which 
have already been, and which are likely in the future 
to be, produced by the discovery about the years 
1848—50 of gold deposits of extraordinary richness in 
Australia and California, and by the development within 
the last few years of silver mines of such productive¬ 
ness that the annual yield of silver in a short time 
was nearly trebled. Just prior to the discoveries in 
Australia and California, the annual aggregate yield 
of gold was not more than 10,000,000Z. This amount 
was, however, at once trebled by the additional gold 
obtained from Australia and California, for during 
the five years between 1852 and 1857, no less than 
10 ,000,000/. of gold was annually yiehled by each of these 
countries. When it was observed that the annual supply 
of gold was thus suddenly increased threefold, many not 
unreasonably thought that gold would rapidly decline in 
value. Some even went so far as to predict that this 
decline would be .so great that in the course of a few 
years gold would be not more valuable than silver. It 
is at the present time scarcely necessary to remark that 
these anticipations with regard to a rapid fall in the value 
of gold have not been fulfilled. Although, for reasons 
which will be presently stated, we incline to the opinion 
that there was for some years after the gold discoveries 
a moderate decline in the value of gold, yet within the 
last few years this fall has not only been arrested, but in 
the opinion of some high authorities the tide has turned 
in the opposite direction, and there has lately been a con- 
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sidcrable increase in the value of gold. Mr Goschen', for .book m. 
instance, considers that in consequence of a falling-off in . . 

the yield of gold in Australia and California, combined 
with an increased demand for gold owing to the de¬ 
monetisation of silver in Germany, the resumption of 
specie pa 3 unents in the United States and in Italy, and 
other causes, there has been within the last ten years a 
rise in the value of gold as shown by a fall in general 
prices. There can, moreover, be no doubt that the present 
great increase in the production of silver must, if it con¬ 
tinues, exercise an important influence in modifying many 
of the effects which would result from an increase in the 
annual supply of gold. 

It is manifestly of much importance to a community The value 
that the value of the substance which is .selected as its of the mb- 
money shoidd not bo subject to great and sudden tiuetua- 
tions. If the value of money varies, the terms of every mmey 
monetary tran,saction bcicome materially ehangc'd. If the »huidd not 
vahie of money increases, those who have fixed money j 

paynuaits to receive become enriched, and those who have jiuctua- 
to make them suffer a eorrespomling loss. If money is ti»n«. 
depreciated in value, the exact reverse takes place, and the 
recipients of all fixed aTuiuities, such as fundholders, mort¬ 
gagees, the proprititors of debcnturi! stocks, have a .serious 
loss inflicted on them. The disadvantage which arises 
from a variation in value of the monetary standaixl is not 
to be measured simply by the loss and ineonvenience it 
may cause to individuals. If the substance, which is 
chosen as money were subject to great and fnspient 
changes in value, a most serious impediment would be 
thrown in the way of commercial development, for it 
would be hazardous to enter into any transaction which 
involved deferred money payments. Thus if gold w'ere 
liable to vary 50 per cent, in value within a short period, 
a man who had agreed to lease a house at 100 /. a year 
might suddenly find that the rent he had to pay had 
virtually increased 50/. a year. 

As therefore suoh serious inconvenience is caused by a 
change in the value of money, it becomes of great import¬ 
ance to endeavour to ascertain whether any effect was pro- 

* See paper read before the Institute of Bankers on Wednesday, 

April 18, 1883. 
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ducud in depreciating the value of gold in consequence of 
the large additional 8upplie.s that were obtained for some 
years after the gold discoveries. It will also be important 
to imjuire whether any effect has recently been produced 
in raising the value of gold, in consequence of a falling-off 
in its supply, accompanied by an increase in the demand 
produced by causes to which reference has been made. 

It may be thought that a comparison of general prices ' 
afibrds ready moans of testing whether or not there has' 
been a change in the value of gold. Thus it may be said 
that if we desire to know whether gold was depreciated by 
the gold discoveries, all that wouhl bo necessary would be 
to compare gcaieral prices just previous to the discoveries 
with general prices after tlie discoveries. In a similar way, 
the question whether gold has risen in value in recent years 
might be determined by ascertaining whether general prices 
are higher now than they were ten years previously. If, 
however, such a compaiison is made it will be at once fourul 
that it does not afford so easy a n\eans of testing the value 
of gold as may lx; in the first instance supposed. Thus, 
taking the period of twenty years which immediately 
succeeded the gold discoveries, it will be found that 
although the prices of many articles advanced, yet the 
price of other commodities declined. Again, if the period 
between 1878 and 1883 is taken, it can be shown that 
although the prices of many commodities have declined, 
there has been a .steady rise in the price of others. This 
want of uniformif y in the movement of prices admits of an 
obvious explanation; for it is evident that many causes 
besides a change in the value of gold are in operation to 
aflh'ct the prices of different commodities. Thus, ever since 
the gold discoveries, the adoption of free trade and improve¬ 
ments in the means of communication have extended the 
area from which it is possible to obtain supplies of cheap 
com; and consecjuently, although there has been a steady 
increase in the home demand for com to meet the needs of 
a growing population, this demand has been accompanied 
by a more than proportionate increasedn the foreign sup¬ 
plies, and consequently there has been a decline in the 
price of corn (juite independently of any change in the 
value of money. On the other hand, with regard to meat 
and dairy produce, in consequence of the greater difficulty 
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and cost of importing them, the increased demand cannot ] “»• 

be so readily met by foreign importations; and during the i . ^ 

entire period which has elapsed since the gold discoveries 
there has been an increase in the price of meat and dairy 
produce'. In arriving at any conclusion with regard to 
an alteration in the value of money, from a comparison 
of general prices, it is necessary to take a careful account of 
the various other causes by which prices may be inHuenced. j 
Thus, during the last ten years a very considerable effect i 
has been produced in lowering the prici' of many manu¬ 
factured commodities by the stimulus that was given to 
excessive prodxiction in the })criod about lb72—4 of ex-1 
coptional tradi; activity. The unusually large profits which | 
were then realised in the iron trade and in almost every 
other branch of manufactuiiug industry catised the means 
of production to be gi-i;atly incn'ased. When the activity 
subshied, there was an augmented suj)])ly of commodities to 
meet a diminished donaud; con.sormcntly it was inevitable 
that there should bo a fall in prices cpiite independent ly of 
the change in the value of gold. 

After making due allowance for the circumstances to Tlwmein 
which reference has just been made, wo think it may be ai’»<’ral 
concluded that, taking a jioriod of about 20 years succeed- eMinmted, 
ing the gold discoveries, there was a dopri'ciation in the hy the beat 
value of gold. This conelu.sion is chicifiy based upon the 'tnthtri- 
argtiinents contained m a series of essays oij the gold (pics- 10 to 
tion by the late Professor Cairnes", and upon an elaborate 15 per 
investigation by the late Prof. J evens. Prof. Jevons cum- *"'"*• 
pared the average prices of many hundretls of commodities 
after the gohl discoveries, with t,heir prices jirevious to 
1848. He also, with the utmost care, made aliowance for 
the inducucc which might have been exerted upon the 
price of any particular commodity by causes inde.])endeut 
of a change in the value of gold. The result of his invi'sti- 
gations proves that there was a rise in general prices 
amounting to 10 or 15 per cent. 

It may seem that there is yet another method of inves- 

I [In th(3 case of meSt, this rise in price has been checked, since 1883, 
by the increased importation of fresh meat from abroad; a trade which 
many good judges consider to be still in its infancy. See note on 
p. 80.J 

* Eaaaya in Political Economy Theoretical and Applied. By the late 
Prof. J. E. Gairnes. 1 
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tigatiou, which will conclusively decide the question as to 
whether the value of gold was, or was not, depreciated. 
Thus, it may be s;iid that in a previous chapter of this 
work, the value of gold as well as of all other mineral pro¬ 
duce was stated to be regulated by laws similar to those 
which determine the value of agricultural produce. If the 
value or price of agricultural produce declines, the worst i 
land in cultivation will cease to return any profit, and will 
consequently be thrown out of tillage. In the .same way, 
if the value of mineral produce declines, the profits result¬ 
ing from mining industry will be diminished, and many of 
the least productive mines will cease to be worked. It 
may therefore be thought that many of the least produc¬ 
tive gold mines must during the ])criod referred to have 
been relimpushed if the value of gold had been depreciated 
by till! dLscoveries in Australia and California. It does not, 
however, appear that gold mines in other parts of the world 
were thus relincjuished. 

The evidence, how'cver, which is derived from the con¬ 
sideration just mentioned, is not as conclusive as at first 
sight it may api>ear to be. We think it necessary thus to 
caution our readers, because it must be borne in mind that 
mining industry, and e.specially gold mining, is far more 
speculative and uncertain than agriculture. A decline 
in the price of agricultural produce almost immediately 
affects the rent which farmers will consent to pay. Each 
fai-mer can very approximately calculate the profit which 
he will be able to realise, and he will refuse to rent his 
farm, unless he considers that he will be able to obtain an 
adequate return for his labour and capital. No such pre¬ 
cise calculation can, however, be made with regard to the 
profits which a mine is likely to yield. The discovery of a 
new lode may, in a few months, vastly increase the profits 
and value of a mine. Even in our own country it has 
frequently happened that a copper or tin mine has in a 
short time increased in value a hundredfold. Mining 
therefore resembles a lottery; those consequently who are 
engaged in mining industry do not, and<vcannot, accurately 
calculate the profits which are likely to be realised. The 
chance of obtaining a great prize is the real motive which 
prompts mining enterprise. Thus, we believe it can be 
shown that the profit realised on the aggregate capital 
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invested in copper and tin mines in Cornwall has never 
amounted to as much as one per cent., even at the time 
when raining industry was at its most prosperous condi¬ 
tion. People, however, continue freely to invest their 
capital in this unremunerative industry, as long as they 
observe that a mine here and there has been so successful 
that lOOi. originally invested in it would r(!ali.so an income 
of many hundreds a year. People in a similar way were 
attracted to the gold fields by the intelligenei' of great 
and succes.sful ‘finds,’ and they .seldom calculate what is 
the average profit realised by each p(?rson employed upon 
a gold field. It, th(!refore, appears that the .supjdy of gold 
may not immciliately be much afiect<*d by a .slight depre- 
ciatiou in its value; a continuance, of the deprcciafion 
must, however, after a time dimiidsh the suj)ply. H(Sice 
a depreciation in the value of gold is sixmtaneously re¬ 
tarded, because a ilepre.eialion in value c.Ncrts a teiuleney 
to decrease the sujtjdy of gold, and a diminution in the 
supply at the same time exiats a temleucy to incnuise its 
value. 

The al),sorption of such large additional sup|ilies of gold, 
without producing any greater depreciation in its value 
than that t<i which we hav(; referre(l, affords conclusive 
evidence of senne very important results which were ])ro- 
duced by the gold discoveries. It has already biaai slated 
that the.se discoveries incrijased the annual su]>ply of gold 
more thaii threefold, and it is evideid. that liiis large 
augmentation in tin' .supj)ly must hav(! been accompanied 
by a very considerable decline in value, unless there had 
arisen an increased demand for gold at the time when 
these additional .su])plies were forthcoming. It can be 
readily .shown that many circumstances combined greatly 
to iucresise the demand tor gold just at the time when the 
discoveries of gold were made in Australia and California. 
It is, for instance, de.serving of special remark that the 
great increase in the supply of gold coincided with the 
commencement of a new era in the commerce of this 
country. About rtiat time the Navigation Ltiws were 
repealed, and with the adoption of this measure the prin¬ 
ciples of Free Trade were applied to our entire commer¬ 
cial system. Our trade and industry, being thus released 
from the trammels of protective duties, at once showed 
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a most extraordinary development. This commercial de-' 
velopment was also powerfully aided by the great exten¬ 
sion of railways which took place about that time, and by 
the increased a 2 )plication of steam as a motive power to 
various branches of industry. Our exports in twelve years,, 
from 1 iS48-G0, advanced from 60,000,000Z. to i;}.’>,000,000i.' 
and our iun)orts exhibited a corresponding increase. This 
ijierease in trade was maintained, and in 1874 the exports^ 
amounted to 2-50,000,000?., and the imports to 850,000,000?. 
In 1847 we imported about 500,000,000 lbs. of cotton, and 
55,000,000 lbs. of tea; in 1856 we inij)orted more than 
1 ,000,1)00,000 lbs. of cotton, and nearly 90,000,000 lbs. of 
tea. This exjjausion of our trade and commerce was as 
sudden as it was great; for it is an instructive fact, that 
(.he trade of this country secuned to be in a stationary 
stale', for several y('ars ^m.'vious to the introduction of Free 
Trade. Our exj)orts and imports had, since the conclusion 
of (he war in 1815, shown a jirogressive increase; but 
about the year 1888, until the establishment of Free Trade, 
they remained almost stationary. Ft is quite evident that 
such a vsudden develojunent (^f trade and commerce would 
re(juire a largtjr amount of money to be brought into cir¬ 
culation; for, as the wealth of the country increased, a 
greattir number of commodities would be each year bought 
and sold for money, and more money would also be re¬ 
quired bcicausj the population was more numerous. Again, 
more money was wanted in order to pay the wages ot 
tin; labourcirs; for our exports could not advance from 
60,000,000?. to 250,000,000?. without the amount paid in 
wages being greatly increased. It, therefore, appears that 
the sudden development of our trade and commerce about 
the year 1850, created a demand for a greater (juantity of 
money to be brought into circulation. 

If no new su 2 )pliea of gold had been forthcoming, this 
additional demand for gold must have inevitably caused 
a sudden rise in its value. The extent of this rise might 
have been very considerable, and those consequences would 
have ensued which have been already described. Every¬ 
one who had a fixed money-payment to make would have 
found this payment greatly increased, and the real burden 
of the National Debt would have been augmented in 
exact proportion to the increase in the value of gold. The 
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extent to which the value of gold might have risen can .book i«- 
be best understood by reflecting on the large i)[Uantitic 8 , ch. xv. 
of gold which have been ])oured into this country without 
producing a greater depreciation in its value than has 
actually taken place. It, therefore, may be regarded as 
conclusively proved that the gold discoveries were made 
at a most opportune time, and that they averted a very 
serious evil; fur, if we had been left to the old sources 
of supply for obtaining gold, commerce could not have, 
expanded as it did without a largo ami sudden fall in 
general prices. 

Although almost the whole of the Australian gold and 
a very considerable portion of the gold producx^d in 
Califimiia is, in the flrst iirstance, sent l(j England, yet 
England retains only a eoiny)aratively .small })art of this 
gold for her own use. d'h(i gold i.s re.-('xported, and has 
no doubt lK(cn partly cmiyjloyed, as it has Issni in England, 
in meeting the wants of in(;rea.sing tradt'. d'h(^ (extra- The 
ordinary development of coimnen^e, to which reference 
has just been ma.<l(!, has by no means been eontined to 
England, for th(( last Hvc^ a.nd thirty years may be re- he.encon. 
gardcd as a jx-riod of g('.n(‘ral and unprecedenUsl in- finetl- to 
dustrial progress. More money was recjuired in order to 
carry on this expanding tra.de, and consecpieutly them Oren uni¬ 
whs a giJiKiral increa.sc in tlu^ demand for the ym.'cioiis 
metals. It may, however, be thought that there wiadd 
have be(.“n a mucli gnxater increase in the demand for inemmed 
.silver than in tin* demand for gold, because at the time 
of the gold discoveries Tuany mort( (’ountri('.s used silver precious 
as a standard of value than gold. Eor some time after ntetals. 
the gold discoveri((s there was litth; increase in t.hc! .supply 
of silver, and couseiyueutly many were led to the conclu¬ 
sion that .silver, when comi)ared with gold, would rapidly 
advance in value. Tluu'e were also other considerations 
which seemed to warrant the opinion that thei’c would 
be a rapid rise in the value of silver. Soon afttsr the 
Indian Mutiny there was a large and continuous export 
of silver to Indiaj* In .some! years the amount exported 
was not less than 17,000,000/. A considerabli! amount 
of this silver was sent to India in payment for the 
largely increased quantities of cotton which wore pur¬ 
chased from India by England during the American civil 
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! war. About this period also loans ou a great scale were-i 
raised in England for the construction of pviblic works 
in India. No le.ss a sum than 90,000,000^. was raised in 
Ejigland for Indian railways. A portion of this amount 
was exjjended in England in the purchase of plant and 
material. It has, however, been calculated that con¬ 
siderably more than half the entire amount was sent to 
India in the form of silver to pay the wages of those 
employed in making the railways, and for other pur- 
p<ises. As there was then no increase in the production 
of silver in any way commensurate with this large in¬ 
crease in the demand, it is evident that the additional 
silver which was re([uu’ed to supply this export of silver 
to the East, must have been to a great extent provided 
from the stocks of silver already existing. It hiis, in 
fact, been ascertained that great cpuintities of silver were 
taken from the currencies of France, Germany, and other 
continental countries, to supply this export to the East. 
The void thus created in the silver currency was to some 
extent filled up by the more extensive use of gold, and 
by the issue of a paper currency of small value. This 
increased use of gold indicates another source of absorp- 
tit)u of the additional supplies which were obtained from 
Australia and California, and conse(juently, as gold was 
ready to take the place of the silver which was sent away, 
this great increase in the demand for silver was not only 
met without any marked rise in its value, but the addi¬ 
tional dejnand for .silver, by creating an additional de¬ 
mand for gold, exercised a very important influence in 
maintaining the value of gold. 

During the last few years, m previously indicated, several 
circumstances have come into operation which have exerted 
an influence upon the value of gold aud silver respectively, 
exactly in the opposite direction to the influence that was 
exerted for some years after the gold discoveries. It has 
been shown that many circumstances then combined to 
lower the value of gold and to increase the value of silver: 
but within the last few ye-ars there has been a considerabk 
falling off in the annual yield of gold and a very great 
increase in the supply of silver. In consequence of many 
countries demonetising silver, there has been an increased 
demand for gold and a smaller demand for silver, and con- 
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cquently the value of silver when compared with gold has ”*• 
lecome considerably depreciated. This depreciation has . c”- , 

)een shown by a fall in the price of silver from 60d. to 42d‘ 
in ounce. We shall in the next chapter consider some of 
the effects which have been produced by this fall in the 
value of silver. We have, however, now to consider whe¬ 
ther the circumstances, to which reference has just been 
made, have increased the value of gold not only companid 
with silver, but have also increased its value when com¬ 
pared with general commodities. As previously stated, so 
high iin authority as Mr Goschcn considers there has been 
already a considerable rise in the value of gold, and that 
many circumstances lead to the conclusion that this rise 
may continue. It appears that the evidence on vvhii-h 
Mr Ooschen chiefly relies, is the decline in general prices thfic 
during the hxst ten years; but rt^asons have been already 
stakid to show that great care ought to be exercised before 
this can be accepted as a conclirsive test. Much stress is value of 
also laid upon the extent to which the (hanand for gold has 
lately been increased in consecpKmce of the restnnptiou of 
specie payments by the United States and Italy, and by 
the demonetisation of silver in (lermany atid other coun- 
trieft^ It must, however, be borne in mind that although 
the amount of money which a (•ountr^^ recpiires to k(X!p in 
circulation may be affected by the increase in its w<'alth 
and population, yet in the general pri>greS!« of (romraerce 
many agencies are sure to be brought into op(;ration to 
economise the use of money. I'hus, with the extension of 
banking facilities many transactions are carried on by 
cheques which previously required the use of money ; and 
it has been shown that with the increased u.so of bills of 
exchange, telegraph transfers, and other instruments of 
credit, there may be a great increase in home and foreign 
trade without necessitating a proportionate increase of gold 
and silver. In view of all these circumstances it is ex¬ 
tremely difficult to arrive at a positive opinion as to 

* [The lowest price (bached by silver, up to the date of the present 
edition, was on the 19th May, 188S, when it was llfd. per ounce.] 

® Mr Goschen estimates that this extra demand for gold has absorbed 
about 200,000,0001. during the last ten years, but an able article in the 
Eeonomut (May 12th, 1883) adductss some reasons to show that this 
is too high an estimate and that the amount absorbed cannot be as 
much as 189,000,0001. 
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although the depreciation in the value of gold which had 
previously taken place has been arrested, yet there has 
been up to the present time no marked rise in its 
value. 

In onler to show the difficulty of making any positive 
prediction with regard to the future value of gold, it is only 
nece.ssary to refer to some of the many circumstances upon 
which its value depends. Thus, for instance, it is impossible 
to ascertain what will be the annual production of gold a 
few years hence: new gold mines may be discovered, and 
the most contradictory opinions prevail .about the future 
yield of gold from the existing mines. Although at the 
present time the Australian and Califoraian gold fields are 
much less productive than they were soon after their first 
discovery, yet there are many who sup])ose that the yield of 
gold will again increase as gold mining becomes more sys- 
t(imatically carried on, and as improved machinery is applied 
to (|uartz-crushing. As an illustration of the difiicxilty of fore¬ 
telling with certainty anything about the future production 
of gold and silver, it may be mentioned, as already stated, 
that oidy a few years since, tluire seemed to be good reason 
to conclude that silver would considerably incrcuuse in value 
when compared with gold. There was a large additional 
demand for silver, and there was but a very slight increase 
in the annual yield of silver to meet this additional de¬ 
mand. The discovery, however, of rich silver mines in 
Nevada, arid other parts of the United States, at once 
greatly increased the supply of silver. Many events have 
at the same time happened, to which we shall presently 
more specially refer, which have caused this additional 
supply of silver to be iiccompanied by a considerable 
falling-off in the demand. It has consequently happened 
that instead of silver increasing in value, it has greatly 
fallen in value, when compared with gold. It also deserves 
to be pirticularly noticed that the discovery of these mines 
in Nevada will exercise an important direct influence upon 
the annual production of gold. It is a well-known fact 
that a certain amount of gold is almost always contained 
The riirer ijv silver ore. In the Mexican and So\xth American mines, 
”\'^viuh! which the largest portion of silver was formerly ob- 
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ained, gold existed only in very inconsiderable quantities; booK ni. 
a the mines of Nevada, however, th(! ore contains so much , ch- xv- ^ 
old, that nearly 45 per cent, in value of their entire contain a 
jrodnce consists of gold ; or in other words, lOOi. worth of '‘^’’ye pro- 
re contains 5nl. worth of silver, and 4>ol. worth of gold'. ^MTtkey 
Uthough the other silver mines in the United States coiMhe 
re not as rich in gold as the Nevada mines, yet it is ”>orhed 
alcnlated that at least 33 per cent, in value of the }»roduce ^ 

)f the mines consists of gold. As the silver mines of the sake of 
Jnited States have often produced not less than 1 (),000,0{)()/. 

)f silver during a single year, it follows that more than ”” 
l, 000 , 000 i. of gold was also produced at th(! .same time; 

.his is an important addition to the amiual yield of gold, 
ind as many people think that these mines in the United 
States are only in the infancy of their develoj>m(mt, it 
nay not impossibly happen that the amount of gold 
obtained from this source may verv considerably increase. 

In view of the uncertainty with regard to the future Mt'Aoi.vft 
v'alue of gold and silver, it is of great importsmce that 
irrangemmits should as far as possibhs b<' avoichsl which ',iicUon7s 
are based on the supposition that gold and silver will made, it 
never vary in value. We shall in the next cha.ntor show '’f 
ihe very serious embarrassment which is fell, by the ed that a 
Government and the people of India, in consisjuema! of consider- 
the depreciation of silver which has already ta.k(!n plao*'. 

A considerable portion of the inconvenience that will be value of 

* Tho large proportion of gold contained in the silver ore in these 
Nevada mines may exercise a very important influence in determining 
the future value of silver. It has been stated that in one of these mines, 
on the Comstock lode, 17,000,000 dollars worth of gold and silver were 
in one year (1875) raisiul at a cost of about 5,000,000 dollars, and cou- 
seiiuently the mine yielded a profit in that year of 12,000,000 dollars. 

Assuming that 45 per cent, in value of the entire quantity of metal 
produced was gold, it would appear that rather more than 8,000,000 
dollars worth of gold was produced in this mine in one year. If, there¬ 
fore, it is remembered that the entire cost of working the mine was 
stated to be 6,000,000 dollars, it is evident that the gold contained in the 
ore would yield a very large profit on the outlay. It would, therefore, 
seem that these mines would be highly remunerative even if silver were 
reduced in value to a mere nominal amount. The mine would in fact 
have realised a profit of 100 per cent., if the S),000,000 dollars worth of 
silver had only been sold for 2,000,000 dollars, or, in other words, if 
silver realised little more than 1*. an ounce. Most interesting informa¬ 
tion on the supply of silver and its probable effect on the sujjply of gold 
is to be found in the evidence given before the Select Committee of the 
House of Commons on the Depreciation of Silver whidi sat in 1876. 
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caused to India by a fall in the value of silver might, as v 
shall hereafter explain, have been averted; and althoug 
a change in the value of the substance chosen as mone 
must produce great inconvenience, yet the amount of th: 
inconvenience may be diminished if proper preeautions ar 
taken, and if people as far as possible avoid entering int 
arrangements on the supposition that the value of th 
precious metals will always remain stationfiry. 

We have now considi^red the influence that has beer 
and is yei. likely to la;, cxert.ed on prices by the gol 
discoveries; we will now procecjd to describe the effect 
which these discoveri(;s have produced upon the countric 
in which tlu'y have been made. Wi; will, for the sake c 
convenience, chiefly confine our attention to a (lescrii)tio: 
of the economic progress of Australia; for at tins tirm; c, 
the gold discoveries, the commercial condition of Australis 
so much resembled that of California, that thc! remark 
made with regard to thc one country, will equally apply t( 
the other. 

It has been previously stated, that of the three requisitci 
of production—viz. land, labour, and capital—a J'ouiq 
cokmy such trs Australia possesses the first in <an emincm 
degree ; for long previous to the. gold discoveries, the grea 
natural resources of Australia were known, but it was im¬ 
possible, in consequence of a deficiency in thc supply o: 
labour, to make these resources adeejuatcly productive 
Her pjistures, for instance, grazed enormous flocks of sheep 
the population of thc colony was, however, so small that 
these sheep were almost worthless except for their wool. 
An abundance of fertile land coidd be purchased at almost 
a nominal price; but previous to 1848, comptiratively very 
few emigrants went to Australia; consequently two of thc 
requisites of prodiiction—namely, capital and labour—were 
wanting, and the progress of the colony was extremely 
slow. But directly it became known that rich deposits of 
gold had been discovered, thousands of emigrants were 
immediately attracted to Australia. This additional sup¬ 
ply of labour exerted no immediate effect upon the deve¬ 
lopment of the other resources of the country; in fact, her 
general industry was, in the first instance, seriously inter¬ 
fered with, for a great proportion of the labourers of the 
colony were attracted to the gold fields. Shepherds left 
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jpheir Hociks, and almost every <;lass of the community for 
k time relinquished their ordinary avocations. The whole 
economy, of the nation was (quickly thrown into a state of 
confusion; it was, however, soon discovered, that the average 
profits realised in the gold-fields were not greatcir than 
the profits which could be obtained from many other em¬ 
ployments. A considerable amount of labour was, therefore, 
rapidly withdrawn from th<! gold-diggings, and returned 
to agriculture and other industrial pursuits. There was, 
moreover, a large; po}mlation at the gold fields, whose 
wants had to be supplied. This new demanil so increased 
the wealth of the colony, that meat which btifon; coidd 
only be sold at a nominal price, soon n'alised ^\d. and 4d. 
a pound in the Melbourne market. Wealth was rapidly 
made, and a large amo;mt of cajutal was savisi. The high 
rate of profit which ]m;vailod in tlm country attracted 
capital from Kngland; Australia in t his way suddenly' ob¬ 
tained the two remaining retpdsiI(;s of production—namely 
ca]>itai and labour -and she consetpiently advanc.ed in 
commercial prosperity with womh'rfnl rapidity. 

It, therefore, a]ipe.irs that the gold disitoveries (..'.\erted a 
s'tecial inHuence in promoting the industrial ju'ogress of 
Au.stralia. ■ We havi;, howiwer, betui anxious to exidain, 
that the benefit thus conferred is not due to the realisa¬ 
tion of an exceptionally high rate of profit in gold-digging. 
No doubt some of th(3 Australian g(.)ld-(iiggej»s made great 
gains; but, when the average ('arnings are esiimated, it is 
found that gold-digging is iiot more remunerative; than 
other branches of industry. For instance, when agri¬ 
cultural wages weie 40,9. or oOiV. a W(;ek in AiisiJ'alia, it 
was calculated that the average; eariungs f)f those (;ugaged 
in many of the gold-fields did not exceed 'iiis. a week. Hut 
the discovery of gold coiders a special benefit upon a 
colony; because no other circumstance exerts so ]:)(3W(;rlid 
^an influence in attnuding emigrants; the reason of this is 
very obvious. 

I In the firet place it may be remarked, that in a hazard- 
' ous speoilation sucif as gold-digging, the instaiuws of great 
. success arc brought into far greater prominence than the 
cases of failure. The .same feelings which imhice people 
eagerly to enter a lottery, attract them to an employment 
which offers chances of great gain. It must also bo 
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borne in mind, that gold-digging is not impeded 
those obstacles which, in a young colony, retard the j 
gross of almost every other kind oT industry. L( 
cannot, for instance, be profitably cultivated in a yot 
colony, until roads have been made, and until there i 
town population in the colony itself to purchase the j 
duce. Manufacturing industry cannot be carried on v 
success, because labour is so dear. Moreover, all mk 
operations except gold-digging re(|uire a great expendit 
of labour and ca])it.il. Expensive machinery has tc 
constructed, and the produce raised is bulky, and there 
the cost of conveying it to market is extremely gr 
Australia is, no doidrt, V(U‘y rich in other minerals bes 
gold; many of her copper mines are far more produt 
than l.hose whuih have yielded large profits in Coniv 
but one single fact will show the difficulty of working 
Aiistralian mine with advantage. Thi; price chargee 
bringing the ore from an Au.Hralian mine calh^d 
North Rhine (Jopper Mine, to port, was ~)L a ton, wht 
thc average price which the smelters pay for Ens 
copper ore docs not exceed this amount. 

When gold was first discovered in Australia, it 
chiefly f(_)\md in alluvial deposits near the surface, c< 
cpiently the gold-digger required little ca])ital exce 
few simple tools, and sufficient money' to pay his pa.‘ 
out; and therefore, in embarking in this industry 
risked little more than a certain amount of time and la 
It, therefore, need not be a matter of surprise that the 
di.scoveries immediately attracted thousands of emig 
to Australia; the labour which she refiuired was 
supplied, and her future progress was consequentl 
sured. 



CHAPTER XVL* ' 

THK DEPRECIATION IN THE VVIjUE OE SI EVER. 

rr^HE depreciation in the value of silver which hasah’eady 
J- occurred is likely to produce con.se((uenees of so niucli 
practical importance, that it is d(?siiahle l<; devote; a 
sep.irate chajiter to (he sidiject. 'I’he deprecialion has 
he en so rapid that, ivs preeviously rcmiarked, silvi;r within 
a few years has fallen nearly .‘10 per een(. in value, when 
compared with gold; (he depn.r.iatiou was so sudeleii tha(. 
in SIX months, hetweeu daniiary and July 1<S7(), silver fell 
from oGd. to 48d. an ounce. [ I'hc; present ])ric.i> of silvisr 
(Juno, 18(S8) is about 42d. an ounce.] Aft(;r what has 
been said in reference to the ab.soiyition of the increased 
supplies of gold, the (piestion is at once suggestc'd -How 
did it happen that an incnsise of 800 ]>er cent, in the 
annual production of gold, jiroduccd comparatively .so little 
effect on its value ; wh(3reas an increase in the annual yiehl 
of silver has been acconijianied by so great and rapid a 
depreciathui as that which has just been de.seribed ( 

It was shown in the last chapter that contemporaneously 
with the increase in (lie su]rply of gold, various circuin- 
staiices came into operation to augment the demand for 
gold. Ainong.st the prominent cau.ses which increased 
th<; demand for gold, it may be sufficient here to enume¬ 
rate— 

1st. The rapid dovelojnnent of commerce. 

2ndly. The considerable displacement irf silver by- 
gold in the curreneffis of many couutrirjs. 

‘ Many of the facta on which the conclusions of this chapter arc 
based J|n*e taken from the Kepoil. of the Select Committee appointed in 
1876, to inquire into the causes of the depreciation i»f silver, and from 
the evidence taken by that Committee. 
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8 rdly. A large export of silver to the East betweei 
1860 and 1870, Ciiusing a new field for the employmenv 
of gold in those countries from which this silver was with¬ 
drawn. 

These and other circumstances arc sufficient to show 
how greatly the demand for gold has increased, since its 
supply was augmented by the discoveries in Australia and 
California. What, however, has happened with regard 
to silv(>r, affords a most striking contrast to that which 
occurred in reference to gold. I’he great addition in the 
supply of .silver has taken place since 1870. Previous to 
that tinu^ there hail been for twenty years no marked 
increase in the annual production of silver. 

From 18.o2 to 1862 the annual production is estimated 
to havi! ranged between H,000,0001. and 0,000,000^. 

From 1862 to 1867 it varied from 9,000,000^. to 
10,800,000;. 

From 1868 to 1870 tin; production was somewhat lowc^r. 

Aft(!r this date the production rapidly sprang up; in 
187.5 it reached 15,000,000/.; and in 1884 it was 23,000,000/. 
It therefon! .appears that nearly three times as much silver 
was produced in 1884 as was .annually jiroduccd on the 
average between the years 1852 atid 1862. This great 
production of silver in th(^ Ihiited Shites is an almost 
entirely new source of supply; for about 20 years .ago her 
annual yield of silver was only 25,000/., and within sixteen 
yeai’s the production increased from 2,325,000/. in 1869, 
to more than 10,000,000/. in 1885. Great .as is this increase 
in thi‘ production of silver, it is not, as already shown in 
the last chaptiw, greater than was the addition made to 
the annu.al supply of gold by the discoveries in Australia 
and California. But, whereas these discoveries wore ac¬ 
companied by an important increase in the demand for 
gold, it can be shown that this large inoroase in the supply 
of silver has taken place at the very time when there has 
been a most important falling-off in the demand in those 
countries which had previously absorbed the greatest 
(piantity of silver. We will proceed to explain the chief 
causes which have produced this diminution in the de¬ 
mand for silver. It was necessary to allude to some of 
tho.se causes in the last chapter, in order to show the 
influence which they had exerted on the demand for gold. 
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It will, however, be desii’ablc to consider the subject here 
in greater detail. 

The demouetistitioii of silver in Gerniany has exerted 
a considerable intlucaice in lowering the valm- of silv(U', 
for it caused the German Government to become a seller, 
instead of a buyer, of silver. It has been caleulided that 
the amount of silver in circulation in Germany in De(.'em- 
ber, 1871, before the demouedisation began, was (>0,000,000/. 
A considerable amount of silver wiaild be annually reemired 
to maintain so large an amount, of coinage. Although 
various e.stimates have been given of tlu> amount of the 
subsidiary .silver ounage which Gernuiny still re(|uires now 
that the demonetisation of silvei’ has been (anupleted, yet 
it may bo safely assumed that the amount will not be 
more than half that which w'as previously in (drcidation. 
Germany sold a (|uantity of her surplus .silvaT, and the 
effect of these .sales upon the value of silver has been 
gi’eatly increased from the fact that they took place con¬ 
temporaneously with the. large augmentation in the supply 
of silver from the mines in the United States. 

A. policy similar to that which has been pursued in 
Germany has been carried out in the Scandinavian king¬ 
doms. A gold currency has gradually taken the i>lace of 
the silver currency. The consequence of lids has been, 
not merely to throw a certain amount of silver (e.sfimated 
at 2,000,000/.) into the market, but to diminish thi'. (hmiaiid 
which these countries have hitherto had for .silver. 
Austria has also been contracting the amount of hei' silver 
currency, replacing it in part by gold; as a result of this 
she has been able to dispose of 4,000,000/. of silver between 
the years 1872—75. As long ago as 1865 Italy, France, 
Belgium, Switzerland and Greece, formed a monetary 
comhination, which is known as the UatiTi Monetary 
Union; the action of this Union and that of Holhind has 
been to limit as far as possible the coinage of silver. Al¬ 
though Franco is a member of the Union, for a few years 
after the conclusion of the war she adopted such vigorous 
measures to replenish her stock of silver, that between 1872 
and 1876 she coined on an average more than 8,000,000/. of 
silver each year; this however was only a temporary de¬ 
mand, for during the next four years her coinage of silver 
oh’lv avemcred about 200.000/. a year. In England no 
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change has been introduced into our currency, and cons^ 
quently no important alteration in the demand for silv' 
has taken place. The amount of silver annually required 
for arts and manufactures, is comparatively speaking so 
small, and fluctuates so little from year to year, that it 
exercises little influence on the value of silver*. The re¬ 
sumption of specie payments which took place in Italy in 
1883 increased her demand for silver, and a siTiiilar cause 
may also increase the demand of other European coin- 
tries, such as Russia, should they also abandon their ii- 
convertiblo papi'r mirrency. It seems, however, certfbi 
that whatevi^r influence may thus be exerted in increasi*^ 
the demand for silver, it must be small compared with the 
effect produced by the demonetisation of silver; conse¬ 
quently, with regard to Europe, the demand for silver is 
more likely to diminish than to increase. 

In the TTnited States, where th(^ great increase in thi 
production of .silver has taken place, the withdrawal of the 
small paper money uece.ssitati^s tin? use of a considerable 
quantity of silver coinage to replace it. It is diffleuK 
accurately to estimate how much silver may be absorbed 
for this ])urpose; but after a very careful investigation of 
this question by the committee which was appointed to 
(consider the causi‘s which produced the depreciation of tfu! 
value of silver, it was concluded that the amount required 
by the United States would be probably about equal to 
the quantity of silver which has been sot free by the 
demonetisation of silver in Germany. There is likely to 
be no increased demand for silver in other parts of America, 
and it would therefore appear, assuming that the amount 
of silver which Germany had to .spare was suflicient to 
meet the additional demand for silver in the; United 
States, that it is impo.ssible to discover either in Europe or 
America any indication that the large increase in the 

' The amount of silver-plate manufactured in England, and retainol 
for home use, was of the value of 

181,2.50if. in 1852, 

182.. 5001. in 1874, ‘ 

191.. 500/. in 1875. 

In the year ending 28th May, 1883, the amount was about 200,000^ 
[The total weight of silver plate hall-marked at doldsmiths’ Hall, in¬ 
cluding that afterwards exported, was in the year ending 28th May, 1888, 
705,043 ounces.] 
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of silver is likely to be met by a corros])oi)(liiig 
’increase in the demand, It would, therefore, seem that two 
powerful sets of circumstances havi^ acted simultaneously 
to depreciate the value, of silver: 1st, un iiicn-a-se in i,he 
supply, and 2ndly, a falling-otf in tlu' demand. 

One of the chief causes which has produced the depre¬ 
ciation in the value of silver is the falling-olf in 1 he demand 
for silver in India during recent years. India fonnei'ly 
absorbed far more silvcu- than any other country. During 
the eight years previous to 181)7 the annual ijuport of 
silver into India in excess of t he exjiort wjis 15,()()(),OOOif. 
[In the ten years ending 18<S0 —I, the net import of silv<T 
into India, reckoned in tens of I'lipees, was .about five 
millions; in the seven years ending 1887- 8 the average 
was 7,700,000. Wh('n the rupe(' rejilly exchanged at the 
rate of ten to a sovereign, it woidd luive been correct to 
state this amount as 7,700,000/.; but the vahn' of the 
rupee having declinc'd to fifteen to a sovereign, the value 
i)i gold of the net import of .silver during the last seven 
yearn, is reducevl to little more than ,5,000,000/.] 

It would, therefore,a])})ear from these figures that India, 
some years .since, absorbed far more silver than the amount 
annually produced, and eonsecjnently her demand for silver 
was partly mot by drawing tipon the silver currencies of 
France and other countri«‘s which had a silver standard. 
Now, however, the sujiply of silver is so tmich increased, and 
the demand of India is so much diminished, tlnit, ,a.s.sum- 
ing the annual production of silver l,o be 20,000,000/., she 
only takes about one-fourth of this amouid. The strik¬ 
ing diminution in the demand for silver in the country 
which recently was by tiir the largest purchaser of silver, 
must evidently produce so marked an iidluence on its 
value, that it becomes of the first importance to consider 
to what circumstance this falling-off in the demand is due, 
with the view of ascertaining whether it is likely to be 
permanent. 

The causes which have produced the falling-off in the 
export of silver to fndia were carefully investigated by the 
Select Committee on the Depreciation of Silver, Jind the 
^'following conclusions were arrived at:— 

^ “1st. That the total remittances actually made to 
■ndia in Government bills and treasure together in the 
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ordinary course of business have declined, but only onv^ 
slight scale. 

‘‘ 2nd. That except for other causes, and excluding the 
extraordinary years of the cotton famine, there is no evi¬ 
dence. to show that tlu' demand for silver would have 
niatt:rial]y fallen. 

“3rd. But that t.he .supply of a different form of re- 
inittanc(5, namely, (iovernment bills, has superseded to a 
great extent the necessity of remitting bullion. 

“ 4th. That the effect of this cause has to be measured in 


very large, figures, as the yearly amount payable by India 
f(»r tin.' disbursememts of the Home Govc-rnmeut has risen 


since the Indian imitiny from 5,000,000/. to 15,000,000/., 
a difference of whidi the magnitude will be appreciated 
wh(‘n it is rcmicmbered that it is coirsiderably more than 
half of tilt' total amount of silver annually ]>rodueed. 

“ 5th. That t.he full effect of this substit.ution 1 as only 
been rtatently felt, as that effect was retarded by ilj!! con¬ 
struction of the Indian railways, which invoivetidvn ex- 
jaaiditurc in India of money raised in England, di.mter- 
balancing therefont an etpial amount of (ixjierurbsire in 
England of money raised in India. at 

“ (ith. . That the amount of the disbursements which has 
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just bi'en stated ajipears to represent the present normal 
ex)ienditure of the Home Government, and that therefore, 
unless by some marked change of policy, no diminution 
of that amount can be looked for.” liepcni,, p. xxxvi. 

It would therefore apiiear that although the exports 
from India exceed in value her imports by an amount 
averaging 1 9,000,000/. a year, yet only a small portion of 
this balance, amounting on the average of the last ten 
years to between 4,000,000/. and 6,000,000/., has to be 
licpiidatod by a transniLssion of silver to India, because 
India is in her turn indebted to England to an average 
extent of 10,000,000/. annually for payments which 
her Government has to make in England. The amount 
of specie which India has annually to receive to adjust 
her balance of trade is also diminished' by the increasing 
proportion of the income of Indian officers, officials and 
other English re.sidents in India, which is transmitted 
to, or spent in, England. In consequence of the greater 
facilities for travelling, English residents in India visit 
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l^gland much more frequently than formerly; their wives .book m* 
hiiid families are also often resident in England; in fact, , qh-kvi. 
India is not now looked upon as a home by Englishmen, 
but is regarded simply as a ]>lac<: to reshh' in ft>r a few 
years with the object of siiviug as nmch money as possible . 
to be invested and spent in England. It has also been 
ascertained that a much smaller ainoiint of tin? Indian 
debt is now held in India than formerly. 'I’lie natives of 
India show a growing disinclination to invest in Govern¬ 
ment securities; before the East India C^oinjiany was 
abolished, a system prevailed of what were calhsl ‘open 
loans:’ money could be brought at any time to the Govern¬ 
ment treasury and deposited at a fixed rate of interest,. 

Although there may be a disadvantage in a GoverntiKSil, 
borrowing money when it is not aetually rcspiired, yet 
these ‘open loans’ seemed well adapltal t(j the eircuin- 
staiicos of the country ; atid they uudouhtedly iinhieed the 
natives to (Uitrust their money much m(>re readily t.o the 
Government than thev do at tlu^ pioseul lime. 'Ihese 
‘ opcm loans’ toj-nnul a S(ji't of savings-bank, and were 
advantag(U)us both from a financial and political ])oint of 
view : if they had been continued the amount of jnouey 
which now has anmially to l)e. remittiMl to the Home 
Government wmddbe much less than it is; it, is, nioreov(T, 
of great importance to encourage such investinent on tin? 
part of the natives, because they are. t.hus made to feel 
a direct pecuniary interest in the stability of the British ^ 
Govermnent in India. 

It has now been cleaiiy shown that the increase in t he The Home 

Indian Home charges has been the cause wliich has pro- 

duced the greatest influimce in diminishing the import of ^oinereJi 

silver into India. At th(' ])r(.‘Si;ut time there seems to be mther 

little probability that these Home charges-will diminish; 

, , y • i- i • 1 diminish. 

but, on the contrary, many causes ain in operation which 

are likely to make them increase. The Indian Govern¬ 
ment is constantly borrowing money in England for rail¬ 
ways, irrigation schemes, and other public works in India. 

As this money is»borrowe<l in England, t.lu' interest will 
have to bo remitted from India, and will, conseipiently, 
represent a permanent addition to the Home charges. 

Loans are also from time to time raised to meet some 
exceptional charge, such for instance as the expenditure 
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BOOK III., on the late famines in Bonsjal and Madras: it also nf^i 
^ . unfroquently happens that the ordinary cxpcmditure in 

India exceeds her ordinary revenue, and the deficit has 
to be made good by borrowing money in England. Wo, 
therefore, arrivii at the conclusion, that the circumstances 
which have in ri'Cimt years pn )duced such a marked falling- 
off in the exjiort of silver to India, are likely for some time 
to come to exert at least as much, and probably more, 
influence in the future. 

It is, however, of great importance to explain that if 
the <le])iociation in .silver continues, an liconomic agency 
must be brought into operation, which will exercise a very 
d(H‘.ided infliumce upon the transmission of silver to India. 
Tim depre- It will be observed that in the course of these remarks 
I'itv'frlnai depreciation in silver has been estimated by consider- 

he’eitlmai- what has been the decline in its value when compared 
ed ill two with gold ; we have not measured its depreciation by con- 
wayn.-first, sidering whether there has b('en a decline in its purchasing 
parinii it power, or whether there has been a general rise in prices 

with (loUl, in 'those! countries, such as India, which have a silver 
omeoonf Standard. It is essential to bear carefully in mind the 
Merinq" different points of vie!w from which the depreciation 

its geiieml in the Value of siver may be considered. If a depreciation 
jmrehas- „)• silver is estimated by a di!cline in its pur- 

chasing power, or by a rise in general prices in those 
countries which have a .silver .standard, it is evident that 
there may be a great depreciation in silver without any 
change whatever in its value when compared with gold, or 
in its price estimated in gold. Thus, suppose there should 
be .simultaneously a great increase in the supply of gold 
and silver, and that this increase should be much greater 
than any increase in the demand for these metals; gold 
and .silver, would as a conseipieiice both decline in value, 
and this decline in value would be .shown by a general 
rise in prices in all countries, whether they had a gold or 
a silver standard. If, however, the supply of gold was 
inci-eased proportionately much more than that of silver, 
gold might be depreciated much more than silver.. There 
would, consequently, be a greater rise in prices in those 
countries which had a gold standard than in those which 
had a silver standard; the rise might be 50 per cent, in 
the former instance, and 20 per cent, in the latter; and. 
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t^^refore, although silver estimated by its general pur- 

' chasing power would be depreciated to this extent, yet its 
value when compared with gold would have increased, and 
its price estimated in gold would have risen. As a verifi¬ 
cation of the conclusion .at which w(! have just arrived, it 
can be shown that, although there was a great, depreciation 
in the value of botli gold and .silver afloi- tin; discovery 
of America, yet gold was mon' dej)reciated than silver, 
and, consequently, the depreciation of silver, or the decline 
in its purchasing power, was accompanied by an incriaise 
in its value as compared with gold, as was shown by a rise 
in its price when estimated in gold. Dr Soetbeer, who 
has made the most elaborate' investigation into the rela¬ 
tive values of gold ami silver at ditferent historiital ]toriods, 
has shown that gold was, during the middle ages, about 
It) times more valuable than tin; sanne weight of silver. 
If, therefore, it is assumed that tluae' are four sovereigns 
iti an ounce of gold, the price of silve'r would at that time j 
have been fi.v. an ounet'. Aft er the discov cry of America, | 
it is shown by the .same authority that gold was only 101 
times more valuable than silvei', and consiiipiently the . 
price of silver would then bo about 7.9. Od. an ounce. ' 
Consequently a great depn^ciation in the value or geimral 
piirduvsing power of gold and silver was aecom])ani(Kl by 
a ri.se of more than 50 per cent, in the price of silver. 
Dr Soetbeer remarks that after this period thrre was 
little change in the relative value of gold and .silver until 
the beginning of the l7th century. After that time gold 
began to rise again in value, and by the end of tin' 17th 
century the proportion had become I to 1,5. 'I’here was 
very little variation from this figure in the comparative 
value of gold and silver until quite recently; for silver 
never exchanged for gold in a less proportion than Ifi to 
1 , and never in a higher proportion than 15 to 1. The 
recent fall in the price of silver to 42d. an ounce shows that 
silver at the present time exchanges for gold in the propor¬ 
tion of about 22 to 1. 


.BOOK III. 
CH. XVI. 


Relatin’ 
vnliii’ of 
t/nlil ond 
silviT ill 
diff'freut 
historical 
periods. 


It has thus been shown that a great fall in the price of j 
silver, or a great change in its value when compared with 
gold, need not nece.ssarily be accompanied by a deprecia¬ 
tion in its value estimated by a decline in its purchasing 
power, and it therefore becomes of great importance to in- ; 
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(juire whether the fell in the price of silver to 42(Z. an ounefSij 
has produced a decline in the purchasing power of silver 
in India, where .silver is used as the gijneral standard of 
value. On this point there seems to be conclusive evidence 
that up to the pre.sont time no such decline in the pur¬ 
chasing power of silver has taken place in India. If such 
a decline had occurred general prices in that country must 
have advanced, whereas there seems to be no doubt that 
during the last few years, when silver has been falling in 
price, general prices have not advanced in India. This fact, 
which may at first .sight seem difficult to account for, 
admits, we think, of an easy explanation. Allusion has 
already been made to the great amount of silver which 
was imported into India from the time of the mutiny 
until about 1870, and special attention has also been 
directed to the remarkable diminution in this import of 
silver which has takim place since 1870. It was conclu¬ 
sively established, by the evidence which was given before 
the Select Committee on Indian Finance which sat in 
1871-2-8, that the importation of this great quantity of 
silver into India had produced a very marked depreciation 
in its value, which was shown by a general rise in prices. 
The ri.s(! was e.stimatcd by many competent authorities 
to be as much as 80 or 40 per cent. It Wius also established 
that this rise in prices was chcickcd so soon as the import 
of silver began to diminish ; and it is only natural to find 
that as during the seven years ending 1887-8, the net 
import of silver has only averaged a little over 5,000,000^., 
the rise in prices which occurred when 1.5,000,000/. of silver 
were annually imported has not been maintained, but has 
been succeeded by a slight fall in prices’. 

We have now, however, to consider what is likely to be 
the future effect on prices in India, if the value of silver 
compared with gold continues to be as much depreciated 
as it is at the present time. Assuming that no effect has 
yet been produced in raising prices in India, by this fall 
in the value of silver when compared with gold, it can be 
easily shown that, as long as this state of things continues, 

' [The opinion here expressed that, on the whole, the fall in the 
value of silver has not been accompanied by any rise in prices in India, 
but that, on the contrary, prices have tended slightly to decline there, is 
confirmed by evidence taken before the Gold and Silver Commission, 
1888 .] 
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t^*will bi'oomo, with each fall in the j)rico of silver, more 
'advantageous for traders of other countries to pnnjhase 
produce in India, and will beconio l(>ss advantagcjous for 
the Indian people to purchase the products of other coun¬ 
tries. This can be readily proved by a simple example;— 
Suppose 6 lbs. of cotton can be purehas<!(l in India for a 
rupee. Before the fall in price of silvi i', it uiay be con¬ 
sidered that a sovereigti was worth ton rupees, conse- 
(piently (iOlb.s. of cotton could be [jurehased for a sf)vo- 
reign. Now if silver falls lo 42(?. an ounce, a sovereign 
will exchange for about 15 rup('es; and, conscsjnently, on 
the .supposition that there has been no change! of prices in 
India, a sovereign will purcha.se !)() Ib.s. instead of (iO lbs. of 
cotton. It would, therefore, beconu' much more ))rotitabIe 
for English traders to purchase! Indian cot ton, and consi!- 
(piently more would be purchased. In a similar way, it can 
be .shown that tluere will be less indiici'iiumt for the Indian 
pe'.opio to ])ur(!ha.se commodities from other (!ountries. 
Thus, .suppos('that a bale of Mancln.'stef goods was worth 
5/., and that there is no (rhange in general prices in Eng¬ 
land. Before the fall in tlu! price of silver 50 riipc'cs 
would be r(!ipiired to pui'ehase this bal(! of goods, but now 
not .50 but 75 rupees are e(|uivalent in value to 5/., and 
consequently India will have to pay foreign countries 75 
rupees for that which she was able fornierly to obtain for 
50 rupees. This must evi<lently cause her imports to 
decline, and ms it has be(!n shown that her exports will 
increase, there will be a greater bahmee due. to hijr, which 
will have to be litpiidated b}^ the tnyismission of an in- 
crea.sed amount of spe(!ie. If, therefore, the tiill in th(! 
price of silver contimie.s, a portion of the additional (piaii- 
tity of silver which is annually [moduced will inevitably 
find its way to India; and if this import of silver into 
India continues, pric(!S there will advance until it ceases 
to be exceptionally prolitable to purchase! goods from 
India, and 6!xceptionally unprofitable for India to purchiise 
goods from foreign countries. In this way an influ(!nce 
will be brought into operation which will ultimately cause 
the decline in the price of silvcir, or the fall in its value 
compared with gold, to be accompanied by a corre.spondiug 
depreciation in its purchasing power, or, in other words, 
by a corresponding rise in prices in India, and in other 
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countries which still retain silver as a standard of value. 
It is obvious that as long as prices in England and Indiai 
arc such as to make it exceptionally-profitable to purchase 
goods in India, and exceptionally unprofitable for the 
people of India to purchase goods in other countries, an 
influence is brought into operation to stimulate the export 
of silver to India. This increased demand for silver will 
of course tend to check the fall in its price. There, has 
not yet been sufficient time to estimate to what extent or 
with what rapidity thi.s circumstance will exercise an in¬ 
fluence on the price of silver. [About 188.‘1 then; was 
a slight recovery in the price of .silver, which then stood 
for a short time at oUd. an ounce. It is probable that this 
rLS(' was due to the circumstance to which reference has 
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just been made. The recovery was, hos^ver, only very tem¬ 
porary, and the price now ruling, is about 42d. an 

ounce.] ^ ' 

It is impo.ssible to say how long period will elapse 
before the process of readjustment is ^completed: a con¬ 
siderable interval will undoubtedly occur; and as it seems 
that the adjustment has scarcely yet commenced, it be¬ 
comes important, to inquire in the first place: What is 
the present effifet on India of the fall in the price of 
silver? And,W!ondly: What will be the efi'ect on India 
when this fall has produced a corresponding rise in prices 
in India? 

The financial relations between India and England are 
.so exceptional, that it appears certain that, for some time, 
to come, the fall in the price of silver is likely to produce 
the maximum amount of mis chief and inconvenience to 
India. By far the most imp^ , source of revenue in 
India is that which is derived me land; the Govern¬ 
ment may be regarded as the^.jneral landowner, the 
cultivator paying rent in the formal land-tax. Through¬ 
out a considerable portion of the most fertile part of 
India, what is known tis the Permanent Settlement pre¬ 
vails; and where this is the case the Government has 
agreed to let the land for ever at a fired annual charge 
estimated in silver. The amount of land revenue yielded 
by the districts thus permanently settled is about 
o,000,000i. a year, and, consequently, as this amount is 
paid in silver, its value becomes depreciated in exact pro- 
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portion to the de'j., 
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land is in many inst>^ 
other words, it has be^ 
pecuniary amount to be ^ 
the term of settlement ex^i^ 
tlxc land is depreciated in 
ciation in the value of silver* N 
was spent in India, this depreci^'^"” 
when compared with gold would 
to India, so long as the, geuei-al ])Ui-cl‘‘^i% 
in India remained unalt(‘red ; but, as 
India is in the unfortunate position^ that "Av 
portion of her revenue, now amounting to (V v 
spent in England. What Iiiflia has to expend in E. 
is chiefly paid in gold. Thus the interest on her \ 
which amomits ‘ leai'ly 7,000,000/. annually, is a fix 
charge payable in gold: cousecpicntly, as silvcs' become, 
depreciated when coinpaied with gold, India will retjuir^ 
an increasing amount of silver to obt,aln l.his gold : she I 
therefore is at the present moment in t.his [sisitiou, that so 
far as a large ])ortion of her rcweniie is concerned, she 
obtains a fixed (piantity of silvtir; this .silver has to <li.s- 
charge certain payments which have In he ma<le in gold; 
cons(H]Uently, as silver becomes depreciat.ed in value when 
com])arc(l with gold, more and more .silver is needeil to 
make these payments. I'herofore, so far as jjayrnents to 
England are concerned, the revenue of India is constantly 
declining and her expi'iiditiire constantly increasing. The 
fall in the price of silver is thus likely to cause the most 
serious inconveuiencG imbarrassment to the (hweru- 
ment of India. It w'/ *so inflict a very real loss upon 
many private individt ..is; everyone in India who is in 
receipt of a fixed income of so many rupees, finds that all 
that portion of his income which he spends in England is 
depreciated in exact jiroportion to the fall in the price of 
silver. Suppose, for example, that a Civil Servant is iti 
receipt of a salary of 50,000 rupees per annum, that he 
has been in the habit of spending 20,000 rupees in India, 
and transmitting to England 30,000 rupees for the educa¬ 
tion of his children, for the support of his wife and family, 
and for investment. These 30,000 rupees when silver was 
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cit fill oulicG were worth silver foil to 

an ounco they were worth no 22.')W., and thus 

he had to bear ju.st as great a Ij^g^ ,^g jf income-tax of 
25 per cent., or 5s. in the ponnd.jjgj been imposed upon all 
that portion of his income whijjj jg transmitted to England. 
It, therefore, .appears that tm depreciation in silver is not 
only s(?vercly felt by the government, but also inflicts 
great loss upon many priv^e individuals. 

It now remains to cq^gj^j^y what is likely to be the 
effect on India of u 'ijpreciation in the value of silver 
when that depreeia,^ojj produced a general rise of 
prices in India *f^ere is too much reason to fear that, 
as i,he deppeikion in the value of silver griidually brings 
rise of prices in India, the disadvantage and 
inconvenience which is now being caused to the. (xovern- 
ment will rather increase than lessen. A considerable 
psirt of the most important source of revenue in India is, 
as previously stated, fixed in pecuniary amount, either 
permanently or for a considerable period of years. As, 
therefore, a large p.art of the laud revenue virtually repre¬ 
sents a fixed quantity of silver, t.his revenue will become 
less valuable and loss cajiable of performing the general 
purposes of the Government in exact proportion as the 
general purchasing power of silver declines. If, for inr 
stance, there is a depreciation in the value of silver in 
India, or a rise in general prices, of 20 per cent., the pay 
of the army, the salaries of civil servants, and of all per¬ 
sons employed by the Government, must bo increased 
20 per cent., and conseipiently almost every item of ex¬ 
penditure will be increased, whilst a considerable part of 
the most productive source of revenue will remain sta¬ 
tionary. 

The strain which will, in this way, be put upon the 
finances of India is so great, that since the present depre¬ 
ciation in the value of silver took place various remedial 
measures have from time to time been suggested. Thus 
it has been proposed to introduce a gold currency into 
India, and to make gold the standard of value instead of 
silver. It appears, however, that the adoption of such a 
proposal would bring no relief to India, but would, on the 
contrary, aggravate the difficulties of her present position. 
A gold currency is entirely unsuited to such a country as 
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India, where the great mass of the people are so poor and 
their purchases are of such small amount, that they arc 
carried on almost entirely hy moans oipice and annas, the 
small copper coins of the country. The Controller of the 
Finances stilted, in his evidcnci! before the Select Com¬ 
mittee on Indian Finance, that great unmbers of the poor 
people in Bengal never had .so much as a small silvi r coin 
in their posses.sion. But oven if a g(jld currency were not 
so entirely unsuited to Indiii as it is, the difticidties of 
changing a currency in siKih a country would be most 
formidable. The people, themselves, who dislike innova¬ 
tions upon their habits ami ti'aditiiins with an inten.sity 
which Europeans can scarcely understand, would strongly 
resent such a change, and however well-intentioned'it 
pnight be, tluiy would be sure to conchnle that the Covern- 
!^ent was prompted by some sinisti.'r motive to introduce 
ijt. Nothing Would be more caleulatc'd to spread a feeling 
|iF in.security and discontemt throughout iln^ country. But 
l^’eu if there were not these obstach's in the way, it is 
lb ore than doubtful whether the adoption of a gold cur¬ 
rency would avert the inconvenience ami lo.ss produced by 
a fall in the price, of silver. It has been already stated 
that the German Government have pni’chased 70,0()0,0()0Z. 
of gold in order to effect the change in ibeir eurreucy, bnl. 
if it has been necessary for Germany to purcluise this large 
quantity of gold, a tiir greater amount wonld have to be 
pui'ehased by India, if silver wore demonetised in that 
Country. The purchase of a gri;at amount of gold, and l.he 
siile of the large (piantity of silver which would be dis- 
placi'd by this gold, would exercise a more powerful in¬ 
fluence ttian is probably exerted by any circumstanco now 
in operation, to depreciate the value of .silv(;r compared 
with gold. A change in tlic currency of a great and 
populous country, such as India, could not be stiddenly 
Cixrried out: many years would be required for its com¬ 
pletion, and during the whole of this time, as silver was 
gradually withdrawn from circulation, India would find 
herself in this unfortunate position, that the silver which 
she had to sell was constantly falling in price, and that 
phe had consequently to give more and more silver for 
the gold she required. 

It has, however, been suggested that, with a view of 
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BOOK III obviating the difficulties here referred to, gold might t 
OH. XVI. adopted as a standard of value in that country without ir 
and a HI- troducitig a gold currency. The advocates of this schem 
ver nir- apparently propose some such plan as the following: — A 
a certain period it shoidd be declared that a given numbe 
of rupees, say ten, were equivalent in value to one poun. 
sterling, and that all payments which before had to b 
made in rupees should in future be reckoned in poundt 
If such an arrangement were adopted, a person who hat 
engaged to pay a fixed annual sum, say a land rent of 5( 
rupees a year, would find that his rent was increased; be¬ 
cause the rent having betm converted into a payment o' 
nl. which was at the time equivalent to 50 rupees, is, now 
that the value of silver has become depreciated, equivalent 
to 70 rupees. If the Government resorted to such an 
expedient in order to escape the loss consequent on the 
depreciation of .silver, they would obviously lay them- 
selv(!s open to the charge of arbitrary confiscation; and 
if would bo far simpler, and certainly not more unjust, 
to declare that those who had to make fixed payments 
in silver should have these payments increased in exact 
proportion to the depreciation of silver. If however this 
were done, it would not unreasonably be regarded as a 
breach of faith, and it would be fairly objected, that 
when silver increased in value as it has sometimes done, 
the Government and others who had fixed money pay¬ 
ments to receive did not reduce the amount of these 
payments. 

A douhie It has been also suggested that it would be advisable 
Handanl. jq introduce a double standard into India. It can be 
readily shown that a double standard would entirely fail 
to meet the difficulties of the situation. If persons were 
allowed to make payments either in gold or in silver, 
they would inevitably make them in that metal the rela¬ 
tive value of which had fallen; consequently, those who 
had a fixed amount of money to receive would always 
be liable to have it paid in the money which was at 
the time of the least value. Consequently, silver would 
at the present time be used in India, and if at any future 
time, gold should fall in value compared with silver, the, 
I Government and others who had fixed pecuniary amounts 
I to receive would be paid in gold, and they consequently' 
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Rould lose the advantage they would otherwise obtain »ookhi. 
worn a recovery in the value of silver. Another of the 
suggested schemes is to make gold the standard of value Limita- 
in India, retaining silver as the currency, and to maintain 
the value of silver by limiting the t[uantity of silver ■' 

coined. It is imagined by tlui advocates of this ]>ro{)osal coined. 
that if the amount of .silver coinage were thus limited, 
silver could be maintained in India at its old value of 10 | 
rupees to the pound sterling, however groat may be the i 
fall in its value in other countries. Such an attempt to ! 
give an artificial and fictitious value to silver in coin, i 
would be frustrated, because if. would offer a large jiecu- i 
niaiy inducement to the illicit manufacture of full-weight ■ 
silver coins. Thus, assuming the fall in the price of silver 
to be no greater than it is at the present time, the silver 
that could be purchased in any otluT country for !)0I 
could be manufactured into rupees which would be worth 
1201 in India; there would be therefore a great profit 
in making stndi coins, and tlui profit would increasi', aiid 
consequently the inducement to make such coinage would | 
bi' strengthened, with each fall in the price of silver. It | 
is ccirtaiu that there would he a great and rapid fall in j 
silver, if a proposal were adopted arfiticially I .0 restrict I 
the amount of coinage in India, becau.se, it would b(i felt; 
that the chief source for the absorption of silver had been j 
to a great extent closed. ! 

We have thought it desirable to (explain how inex- i 
piulieut or impracticable many of the sciheme.s are, which | ai-ehi'mii- 
have been from time to timi,> proposcid for avtu’ting the venieru oi- 
inconvenience and loss caused by the fall in the value 
of silver. The fluctuations which have taken place in the ' 
value of silver, and the change which, as we have shown 
in the last chapter, may possibly occur in the value of 
gold, should servo as a warning that neither gold nor 
silver can be regarded as a fixed standard of value. 

Any arrangement, therefore, based on the payment of a 
I definite sum of money, always has this clement of un¬ 
certainty associated with it; that the fixed sum of money 
may become much less valuable, or may represent less 
j, purchasing power at one period than at another. The 
discovery of extremely rich deposits within the last 40 
years both of gold and silver, in localities where these 
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metals were previously not known to exist, shows thg 
great caution should be exercised both by individuals an 
by Governments in entering into transactions which in 
volve fixed pecuniary payments, lasting over a long perio; 
of titne. The 5,000,0001. which the Government of Indi 
now receives as Land Revenue, from the permanent! 
settled districts of Bengal, is probably not equivalent t 
one-fourth of the sum it would be receiving if th 
revenue had not been thus commuted for a fixed annua 
payment. The cultivators do not gain what the Govern 
meat loses, for they simply pay to zemindars, who ma^ 
be regarded as private landlords, a full rack-rent, which 
if rectuved by the Government, might be employed ti 
reduce the taxation which presses upon the genera, 
body of the, people, including these cultivators them¬ 
selves. The unfortunate error which was committee 
when the Permanent Settlement was sanctioned cannol 
now be repaired. But in future land settlements in 
India, it ought to be borne in mind that the value 
of silver may fluctuate, and precautions should conse- 
(juently be taken to guard against these fluctuations. 
'J'hus if the land revenue could be made to vary witli 
the price of agricultural produce, as the tithe does in 
England with the price of corn, it is manifest that the 
amount of the land revenue would increase directly 
general prices advanced in consequence of a deprecia¬ 
tion in silver. As no such precaution as this has 
hitherto been taken, it is impossible to avert the loss 
which is caused to India by the present fall in silver. 
A severe strain must, at any rate for a time, be borne 
by the Indian Government, and it consequently becomes 
of the first imiiortance to meet the crisis by increased 
thrift and care in the financial administration of the 
country. 
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CHAPTER 1. 


ON THK (JENEIUL PIUNCIPLES OF TAXATION. i 

i 

i 

I T Is customary for writers on political (MMiiiomy to di.scit.ss 
taxatioii as a part ol' the .separate division of the sci(Ti(!e 
which has been kTined by the late Mr Mill, ‘the influence 
of CJovcrnment.’ It is, no doid>t, (rue that almost every 
law which is enacted e.xerts, eilher directly or indirectly, 
some influence on (he economy and weallhof the nation. 
It might, therefore, apjaar that every Act of Parliaimnit 
might bo appropriately discussed in a trcxilise on ]iolilical 
economy. But if sinh a course weie adopled, tin- range 
of this soionco would be practically unlimited. It is, tlnwe- 
forc, necessary that .sonui nistrictioii should be })lacc.d upon 
the .scope of this part of our hjijuuy; a. convenient 
boundary line will bo drawn, if our investigations are 
confined to measures, the specific object of which is to 
obtain money, which the Government either .spends itself,; 
or directs to be expended by others. 11 is manifest that' 
such measures arc included in the term taxation, meaning i 
by the word local as well as general taxation; for taxation ■ 
has no other object in view except to obtain money. The , 
taxes, when collected, may be (kwotcsl to any i)urposes j 
which the Government may direct; but a person is never i 
made to pay a tax, in order that some subsidiary end may ! 
be attained. ! 

As an example, it may be mentioned that, a tax on spirits 
raises their pric^; the consumption of an intoxicating 
beverage is thus <liscouraged, and the tax may be, therefore, 
said to promote temperance. But anxious as the Govern¬ 
ment may bo to prevent drunkenness, the tax on spirits is 
imposed for the sole purpose of obtaining revenue. It is, 
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of course, fortunate if the tax effects another subsidiary 
object, and improves the morality of the people. But if 
the revenue which is raised by the spirit-duties should not 
be wanted, no one but a fanatic would think of retaining 
these duties merely for the purpose of discouraging drunk¬ 
enness. Even if such a. ])roj) 08 ition were .seriously enter¬ 
tained, it would involve considerations which would not 
belong to political economy, but to the general science of 
ethics. Political economy has sinij)ly to explain what will 
be the influence of any particular measure upon the pro¬ 
duction, the distribution, and the exchange of wealth; 
this .science is trespassing upon the domains of other 
sciences, if it attempts to decide whether a particular 
measxire be right or wrong. We therefore think it ad¬ 
visable to avoid di.scu.s.sing, in a treatise on political 
economy, those acts of a fTovermiK'nt which are intended 
to effect some object which is not directly concerned, either 
with the production, the. distribution, or the exchange of 
wealth, but which may, neverthtdess, at the same time 
exert some indirect influence upon the general economy 
of the nation. Several advantages are obtained by adoj»t- 
ing this course. 

It is evident that a Govermnent cannot possibly exist, 
unless it possesses a revemu!; its laws, for instance, become 
a dead lett(!r, unless the pcmalties which the law sanctions 
are enforced on those who disobey. The people who en¬ 
force these penalties are servants of the State, and they 
therefore reejuire some remuneration for the duties which 
they perforin. Hence the State must possess a revenue, 
in order to pay its various agents and servants. This 
revenue may be obtained by rapine and pillage; but if 
such means arc resorted to, the revenue is not raised by 
taxation; for taxation implies that the right to levy a tax 
is given by law, and that the law not only enaets by what 
classes of the community the tax should be paid, but also 
specially states the jienalty which any one incurs, if he re¬ 
fuses to pay the tax. The question, therefore, is at once 
suggested, Are there any principles wlijch will enable us 
to decide whether any particular tax is just or unjust, de¬ 
fensible or indefensible ? Adam Smith considered that 
all the principles of taxation might bo deduced from the 
four following rules or precepts. These four rules, which 
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have been termetl cauoiis of taxation, Shall be described in 
Adam Smith’s own words. 

‘ Ist. The subjects of every Stati; ought to contribiitc to 
the support of the Government, as nearly as possible in 
proportion to their re.spective abiliti('s; that is, in pro¬ 
portion to the revenue which they respectively enjoy under 
the protection of the Htate. In the obs('rvalii>n or n(>glect 
of this maxim consists, what is called the e({uality, or in¬ 
equality of taxation.’ 

‘ 2nd. ’Phe. tax which etmh individual is bound to ]>ay, 
ought to bo certain and iK»t arbiti-ary. The, time of pay¬ 
ment, the manner of payment, tbe (juantity to be pjiid, 
ought all to be clear and plain to the (Mmtn'butor, and to 
every other person. Wheni it is othei’wist', evi'ry person 
subject to th(! tax is put, more or less, in tin; power of the 
tax-gatherer, who can either aggvavat(' the lax upon aTiy 
obnoxious contributor, or extort, by the terror of such 
aggravation, .some jircsent or peiquisile to him.st'lf. The 
uncertainty of taxation eneourngi"^ the insolence, and 
favours the corruption of an order of men who are natu¬ 
rally unpopular, even when they arc neither insolent nor 
C'>rrupt. 'The certainly of what each individual ought lo 
pay is, in taxation, a matter of so great importance, that a 
very considerable degreit of ino(pudily as airpe.ars T believe 
from the cxjterieiKie of all nations, is not. near .“o great an 
evil, as a veuy small degree of unceriainty.’ 

' Srd. Every tax ought to be levied at the time, or in 
the manner, in which it is mo.st likt^ly to be convenient for 
the contributor to pay it. A tax upon the rent of land, oi' 
of hous(!s, payable at the same time at which such rents 
are usually j)aid, is levied at a time when it. is most likely 
to be conveni('nt for the contributor to pay; or when he 
is most likely to hav<j wherewithal to pay. 'I’axes upon 
such consumable goods as arc articles of luxury, an' all 
finally paid by the consumer, and gern'rally in a manner 
that is very convenient to him. He pays them by little 
and little, as he hfis occasion to buy the goods. As he is at 
liberty, too, cither to buy or not to buy as ht^ pleases, it 
must be his own fault if he ever suffers any considerable 
inconvenience from such taxes.’ 

‘4th. Every tax ought to be so contributed as both to 
take out and keep out of the pockets of the people as little 
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as possible over and above what it brings into the public 
treasury of the State. A tax may either take, or keep out 
of the pockets of the people, a great deal more than it 
brings into the public treasury, in the four following ways; 
1st. The levying of it may require a great number of 
officers, whose salaries may eat up the greater part of the 
produce of the tax, and whoso perquisites may impose 
another additional tax upon the people. 2nd. It may 
divert a portion of the labour and capital of the com¬ 
munity from a more to a less productive employment. 
Srd. By the forfeitures and other penalties which those 
unfortunate individuals incur, who attempt unsuccessfully 
to evade the tax, it may frequently ruin them, and thereby 
put an end to the benefit which the community might 
have derived from the employment of their capitals. An 
injudicious tax offers a great temptation to smuggling. 
4th. By subjecting th(' people to the frequent visits, and 
the odious examination of the tax-gatherers, it may ex¬ 
pose them to much unnecessary trouble, vexation, and 
oppression.’ 

In order to as.si8t the reader’s recollection these four 
rules or principles of taxation may be briefly described 
as follows:— 

1 st. Taxation should possess equality. 

2nd. There should be no uncertainty with regard to the 
amount to be levied. 

.‘Ird. The tax should bo levied at the most convenient 
time, and in the most convenient manner. 

4th. The State ought to obtain as much as possible of 
the whole amount which is really levied from the tax-payor. 

The importance of the last three of these four rules, 
after the remarks which have been made upon them by 
Adam Smith, will be so generally admitted, that it is un¬ 
necessary farther to dwell upon them; they will receive 
additional illustration when various special taxes are dis¬ 
cussed. It is, however, necessary that the first of these 
four principles should be clearly stated; we will, therefore, 
endeavour to explain what is really mc«.nt by equality of 
taxation, and we will also inquire as to the best mode of 
securing such equality. 

Equality of taxation is one of those expressions which, 
although in constant popular use, cannot without difficulty 
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be accurately defined. Some peopld seem to think it .book ‘v. 
sufficient to state that equality of taxation is secured . > 

when every person in a community is taxed according to tion u « 
his means; but to tax a person according to his nujans, is termin- 
aji expression which does not convey a ch.-arer conception 
than ecjuality of taxation. At any rate, the precept that 
people should be taxed according to their means, would 
give the statesman as little assistance in framing a just 
system of taxation as if he were told to obey the maxim, 
that equality of taxation must be secured. Imsuperable 
difficulties at once suggest themselvc'.s. if any attempt is 
made to decide whether one peraon’s means arc, or are not, 
equal to another’s. A and B. we will suppose, arc two lyiffie.uUij 
landownem; each of them po.ssessing a i'reeliold estate 
worth 1000/. a year. A is a ba(;holor, and never intends lohenap- 
to marry ; B has ten children, besides a great number of plied to 
other relations doTS'iiding upon him. (Tnh'.ss the sicniifi- »f»'ried 
cation of words be sevi^rely straimal, it could not be i,ae%eiora. 
maintained that B’s means wi\re eipial (o those of A; and 
yet no .system of taxation which ha.s ever been ])ropos('d, 
would exempt B from a tax which A was bound l,o pay, : 
simply on the ground that B had a large family, and A 
had no children. Tn fact, under every system of taxation ! 
which prevails in any country at the present time, B wmdd ! 
pay a greater instead of a smaller amotmt in taxes than | 

A; for B, having a larger establishment than A, would I 
purchase a gnxater amount of the commodities which are j 
taxed. If, for example, these two individuals lived in our j 
own country, B, on account of his large family, would be | 
sure to purchase more tea than A, and probably also ! 
more wine and spirits; B would also require a larger i 
house than A, and a greater amount of local taxation 
would consequently bo levied upon him. It, therefore, 
appears, with regard to those taxes which are levied upon 
commodities, that no attempt can be made so to adjust 
them that each individual shall be taxed in proportion to 
his means, tlonsequently, if taxing an individual in pro¬ 
portion to his moans is to be the test of e(|uality of taxa¬ 
tion, inequality seems to be inseparably associated with 
the great majority of taxes that are imposed. 

But it may, perhaps, be said, that if taxes on commodi¬ 
ties exert upon different individuals such an unequal 
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amount of pressure* as that which has becu described, it 
then becomes all the more important, that equality of tax¬ 
ation should be restored by a proper adjustment of an in¬ 
come-tax. The income-tax will be subsequently considered; 
it is here only necessary to state that no plan of levying 
the income-tax which has ever been proposed would have 
the slightest effect in causing the two individuals, A and B, 
above described, to be taxed according to their means. 
Although many have advocated the policy of levying a 
different rate of income-tax on various kinds of income, 
yet no one has ever even suggested that two incomes, in 
every respect of the same kind, should be differently taxed, 
because (he one income belonged to a bachelor, and the 
other to a man with a large family. It must, therefore, 
be evident that equality of taxation cannot mean the 
taxing of people irceording to their means, because this is 
an end which it is useless oven to attempt to attain. 

There is another te.st of equality of taxation, which has 
been regarded by numerous writers as perfectly satisfactory. 
These writers affirm that the revenue of a Government 
is employed in protecting the lives and property of its 
subjects; consequently the amotmt which each individual 
contributes to the revenue ought to be proportioned to 
the benefit which he derives from the protection of the 
State. But if equality of taxation is to be secured in this 
manner, it would not only be necessary to tax the property 
which is protected, but it would also be necessary to 
impose a poll-tax upon every member of the community. 
The life of every individual is of some value to himself; 
therefore, in proteseting his person, a Government confers the 
same benefit upon each member of the community. It 
would, however, be a manifest absurdity to propose such a 
poll-tax, and, therefore, *this scheme for securing equality 
of taxation, though it has an air oT plausibility about it, is 
scarcely worthy of serious consideration. 

It does not appear at all certain that Adam Smith 
distinctly conceived a plan for deciding whether, in any 
particular case, ecjuality of taxation is, «r is not, secured. 
His language, when apparently clear, sometimes fails to 
convey a definite meaning. His words are these: ‘The 
subjects of every State ought to contribute to the support 
of the Government as nearly as possible in proportion to 
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thoir respective abilities; that is, ii! proportion to the .book iv. 
revenue which they respectively enjoy under the protc<'- , ^ 

tion of the State.’ Upon this fundamental principh' it i.s porlioiifd 
repen.tedly said that every system of ta.Nat.imi ou>,dit to lie '» 
based. Notwitlistanding the. deference due to such a high I'lbuln/ 't,!" 
authority, we believe it will be found that, if the language jmij, ' 
employed by Adam Sinil.h is elo.sely analysed, his first 
principle of taxation is not, mily expressed in word.-, which 
are obscure, but that it is alnm.st tiseless for any puiiwsc's 
of practical ajtplication. It will he obst'rvcd that Adam 
Smith, in the first place, aftinns that the subjects of a Stiite 
ought to contribute to the support of the. Govcmnn'iil, in 
proportion to their respective abilities; tlien ho prol'essi’s 
►to make this stateincint of his princi[)le more clear by 
enunciating it in different terms; for he explains that 
‘contributing to a (Jovernment in proportion to a person’s 
abilities,’ is the same thing as ‘contributing in pro^iortion 
to the revenue which he tnijoys under the ])rol(.'ction ofj 
the State.’ Th(.'.s(' two statermmts of the |irinciple, if they | which arc 
have any precLse sieniticatioii, do not mean the same, but I 
entirel/differcnt things. i 

Adam Smith apparently intends, by the lirststatement.|(<'«(«n'a'- 
of his principle, to give an implied assent to the opinion, 
that ccpiality of taxation cannot b(.i secured, if simply I,he 
income, or property of each individual is considered, with¬ 
out taking any notice of various other circum.stances which 
may cau.se any particular tax to be really much more 1 
burdemsorae to one individual than to anothei-, although j 
they may possess (upuil incomes. Hence this question is | 
at once suggested. What does Adam Smith wish to signify 
by the expression ‘ability to pay?’ Should‘ability to pay’ Ahiliiy to 
be estimated by the amount of wealth which a man may pan «houl<i 
possess? If so, a man whose income is only oOt. a year n* 

bought to pay just half as'miich in taxation as a man whose propor- 
jincome is lOOt. a year. Without expressing an opinion as tjonate to 
ito the justice of such an arrangement, it is necessary to ‘ ’ 

‘point out that different significations are sometimes at¬ 
tached to the expscssion ‘ ability to pay’; and Adam Smith 
does not definitely tell us which signification ought to be 
accepted. Some people have urged that if an income of 
501. a year is only just siiflficient to provide the possessor 
of it with the bare necessaries of life, then he who has such 
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an income cannot Be said to have any ‘ ability to pay 
portion of it in taxation. Adam Smith probably did 
make any allowance for such considerations as these; 
may, therefore, be assumed that, in his opinion, a systerr. 
taxation would be perfectly equitable, if it could be 
arranged that an individual whose income was lOOi. ayt 
shouUi contribute just twice as much to the revenue of" 
State as an individual whose income was only 501. a ye 
This, in all probability, was his opinion, because he end 
vours more fully to elucidate his principle by affirm: 
that each individual ought to contribute in proportion 
the amount of revenue which the State protects for h: 
j But even admitting that this is the meaning of Ad; 

I Smith’s principle, it may be asked, Does it provide k 
i measure or standard of equality of taxation by means 
which the justice of any particular tax might be ascertaine 
Let us test the practical utility of this principle, by app 
ing it to our own fiscal system. 

It has been previously affirmed that ecpiality of tax.ati 
passes out of the legislator’s control, if it is necessary 
raise a revenue by taxing commodities. Tin; atnoi; 

I which each individual contributes to a tax on commodit: 
j must be entirely regulated by the consumption of thi 
I commodities, and can, in no way, be apportioned to t 
: ability of each individual to pay the tax. The inecpiali 
I which, according to Adam Smith’s definition, is thiisinti 
I duc(al, cannot be remedied by an adjustment of that porti 
i of the revenue which is raised by direct taxation, 
j may be a debatcablc question, whether an income c; 
I rivetl from some temporary source, such as a professh 
j should be taxed at the same rate as an income which 
I derived from freehold land; but no one has ever thoug 
of propo.sing, that two incomes of the same kind and t 
same amount should be differently rated, because oth 
taxes may levy from the poases-sors of these two incom 
amounts w'hich are not proportioned to their respecti 
abilities to contribute to the revenue of the State. 

These remarks have been made with the view of sho' 
in^ that Adam Smith’s first rule is of no practical ut 
if it is applied to test the justice or injustice of a: 
one particular tax; in fact, it is very important to e 
tablish this point, because many errors with regard 
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taxation have been based upon this^first rule of Adam 
Smith. Examples of such errors are freqxiently met 
with in the various proposals which are madci for the 
adjustment of the income-tax. Thus if, is e>fteii aflirmcd 
that an income which is derived from a temporary source 
ought not to be taxed at the same rale as an iiicomi! 
arising from a permanent source. It is argued that the 
owner of a temporary income has not tiu' same ability 
to pay the tax as the possessor of a permanent inconui, 
since the former has to set aside a larger portion of Ins 
income to provide against future contiiigetKaes tliau thi^ 
latter. Such an argunu'ut involvt.s a fallacy; it would 
[no doubt be ])erfect]y fail- to apply Adam Smith’s first 
'nde to one particular tax, smdi as the income-tax, if 
it could also be applied to every other tax which is 
imposed. It has, however, biaiii shown that such a 
general application of this rule is impossible; it does not, 
therefore, follow that, the iuequalily which is m'cessarily 
as.sociated with some taxes, would be in any wa^Mliminisln'd 
by attempting so to arrange one pai'ticmlar tax, that e.ach 
individual should contributo to it in proportion to his 
ability to pay it. 

In oixler to illustrate this remark, let it be .-issumed that 
the whole revenue of the State is obtained by a 20 per 
cent, income-tax, and by a high duly on sonic article of 
gmieral consumption, such as tea. Let if also be further 
assumed, that there' are tw'O individuals, A and 13, whose 
incomes are respectively 500L and I OOOf a year. If A j 
and B have the .same number of children, t hey will ])ro-: 
bably purchase nearly the same quantity of tea, and 
therefore they will contribute, as far as the tea-duty is 
concerned, nearly the same amount to the revenue, al¬ 
though the ability of one to pay the duty is twice as 
great as that of the other. This ineijuality of taxation 
would manifestly remain untouched, if the income-tax 
were levied in strict accordance with Adam Smith’s fii-st 
rule, and if each of these two individuals were eonseipiently 
to contribute to the income-tax in proportion to his 
feility to pay. In onler to remove the inequality which 
^connected with the tea-duty, it would be noccasary to 
some kind of compensation to the possessor of the 
Kaller income, and, therofiire, a smaller rate of income- 


^BOOK IV. 
Clt. I. 

a test of 
the justice 
vf a tti.r. 


Kxemj'tliJi- 
eatioH of 
the useless¬ 
ness of the 
rule as ap¬ 
plied to a 
system of 
taration. 



528 


Maniud of Political Economy. 


BOOK IV., 
OH. I. 


Trim state¬ 
ment oftlm 
principle. 


F.qnalitj/ 
()/ taxation 
may he ap- 
proximate- 
ly obtain¬ 
ed. 


tiix ought to bo levied frc«n the possessor of the incomi 
500/. a year, because he contributes a larger proportior 
his income to the tea-duty, than is contributed by 
owner of the income of 1000/. We readily admit that si 
an attempt to adjust the burden of taxation could nc 
jiroduce perfect equality ; but it is only by adopting si. 
a course, that even an approximation towards eijuality 
taxation can bo attained. It, therefore, apjiears that, 
though Adam Smith’s first rule of taxation ought n 
under any existing revenue system, to be applied to a 
special tax, yet the priucijile is no doubt true, when c 
pressed in the following manner:—The aggregate amou 
which each individual pays in taxes, ought to be in pr 
portion to his ability to ■ contribute to the revenue of f 
State. 

In the remarks which wc shall now procceil to make iipi 
various special taxes, it will be shown that the eipiali 
of taxation which this princqile is intended to defin 
can never be perfectly secured. It may, however, be a; 
proximately obtained by giving to one class, with regai 
•to some taxes, certain advantages which will, in a roug 
way, provide a compensation for dLsadvantages which th 
same class may suffer from inequalities of taxation, pei 
haps inseparably associated with other portions of th 
national revenue. 



CHAPTER II. 


ON THE INCOME-'I'A.X. 

I T is advisable to devote a separate eliapter to tie* hook iv. 
L consideration of the income-tax. I’liere still exisls , 

Hunch differenee of opinion amongst political etKaiomists omihitem- 
with regard to various questions conm'cted with the poninj in- 
levying of this tax. One of the chief points of distmte 
IS this: Ought incomes arising trom a lemporary source huihlj/a« 
to be ta.xed at the .same rate a.s incomes which may b(‘ /Mrmanent 
regarded as permanent:' There is no doubt that the 
greater number of ))eople who have written <«n this sub- 
je(.:t express a, very decided opinion, that the barristiw | 
who is deriving 1000/. a year from his profession, ought j 
not to pay so high a rale; of income-tax as the landowner j 
who receives 1000/. a year from freehold laud, 'fhe argu- i 
nicmts which are urgeil in support of tliis opinion may i 
be divided into two olas.ses; the first of these classes is i 
ba.'led upon arithmetical reasons, whcKias the other class 
appeals to the general principles of taxation. Let us, 
therefore, first consider the argumeids which are supposed 
to be supplied from arithmetical considerations. 

It is urged that the income of a professional man ought Ktatemeni 
to bo regarded as an annuity for a certain term of years. 

It is, therefore, maintained that a man who (h'rives 1000/. 
a year from some permanent source of income ought to 
pay a higher rate of income-tax than a man who only 
enjoys an annuity of 1000/. for a certain number of years, 
wliich, for purposes of illustration, we will suppose to be 
^twenty. It will be expedient in the first place to discuss 
this question as one of pure arithmetic, and then consider 
jthe plea that is urged in favour of an annuitant, on the 
ground that he is not so well able to pay the income-tax 
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which is now levied upon him as the possessor of a perma¬ 
nent income. 

The arithmetical argument will be most clearly eluci¬ 
dated by an example. Let it be assumed that the oirreut 
rate of interest is three per cent., and that two brothers, A 
and B, each inherit from their father 20,000/. A, invests 
his money in the Fluids, and the rate of interest is three 
per cent.; he will, tliereforcs, obtain a permanent income of 
(iOO/. a year. B invests his 20,000/. in purchasing an an¬ 
nuity of 1200/., continued during his lifetime. J^et it be 
further assumed that the income-tax is a shilling in the 
jiound. According to the pre.seut mode of levying the tax, 
A would pay 130/. a year and B would pay (iO/. a year ; and 
the (juestioii arises. Is this equitable, considering that A 
and B biith possess the same amount of property ? In 
order to answer this question, let it be in the first instance 
supposed that the income-tax is a uniform permanent 
charge, and that the Cloverument is willing to redeem the 
tax. It is upon the hypothesis quite evident, that an an¬ 
nuity tif 1200/. a year for B’s lifetime is exactly equal in 
value to an annuity of 000/. a year continued for ever, 
supposing the rate of interest t,o be three per cent.; for 
either of these annuities can be obtained by the investment 
the same : of 20,000/. But if the. iucouie-tax wore permanently ti.xed 
! at the uniform rate of five |icr cent., A’s 20,000/. would have 
I to pay an income-tax of 130/. a jear for ever, because he is 
i supjiosed to invest it in the form of a permanent annuity. 

' i3’.s 20,000/., however, would only have to pay (10/. a year 
] during his lifetime, because his annuity of 1200/. a year 
; will cease at his death. If A and B wished to redeem the 
, income-tax on tile 20,000/. which they respectively possess, 
1-hey would each have to pay exaetly the same sum to the 
Government; for the jijjiettt-vfthte an annuity of 60/. 
a year to be continued during B’s lifetime must be eejui- 
valent in value to a permanent annuity of 80/. a year, 
because it has been assumed that the present value of 
these annuities is equal. If, therefore, the income-tax 
were permanent and uniform, it appears on mere arith¬ 
metical grounds that a temporary income, such as an 
annuity for a limited term of years, ought to be taxed 
at the same rate as a permanent income. If it is supposed 
j in the above example that permanent incomes are taxed 
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; the same rate as temporary iiicomes, then A and B I 
oukl have to pay the same amount to redeem tlu; income- i 
ix upon the 20,000^. which they inlierited from thcur j 
,thcr. Such an arrangement wmdd })e just and eipiitahle, ' 
nee there can bo no valid reason why B, because he de- 
des on investing the money in a tem[)orary annuity, 
lould pay a less amount to redi'em the tax than A, 
bo invests the money in a ])ermaneid. income, lint an ' 
ndoubted injustice would be iidlicted ou A, if temporary 
icomes were taxed at a lower rate Ibaii permanent incomes. 

Let it, for instance, be a.s,sumed that .-i perm.'tnent in- 
nne pays a tax of Hve per cent., whereas a lil'e-annuity 
nnually pays two-and-a-half per cent. According (o this 
■;.sumption, B would only have to ])ay half as much as A 
1 order to redticm the income-tax on 20.000/. Why, 
gain, it may be juskeal, .should not t.hi' amounts which A 
nd B have both to pay be the sanu', wlnai il is remem- 
ered that A and B both originally possessed 20,000/. and 
t tlii'ir own froi' will chose differcait kinds ol in\estnumt*'' 
V^e, liu refore, think (he above examjile, siinph- as i(, may 
ppear, afford.? a conc.lusive arithmeticiil argument that, if 
he income-tax were ]>ermanent and uniform, temiporary 
acomes ought to be taxed ati the same rate as ]iermanent 
ncome.s. The conclusion, howevcir, which has just, been 
stablished is based upon a jiarticular hypolhesis; and it 
oinains to be inquired whether tlu', same cojichision holds 
rue, when an income-tax is n(hth(ir permanent nor nni- 
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The income-tax has again and again besm described by '«■ 
tatesmen in (his country as only a temporary expedient, 
n order to give a technical fcuin to these assertions con- J.uiur 
'.tuning the bunporary character of the incoimetax, the jx’riiiniiau 
iontinuance of this tax from year t,o year is liased ujion a 
ipecial Act of Parliament. The people were, for many 
'ears, repeatedly assurtid by suc.ce.ssive Cbancollors of the 
ixcheipier. that the incom(.vla.\ should be reduced im- 
nediately the finances of the country would permit such a 
•eduction. It is, therefore, evident that the incoim'-tax is 
leither permanent nor uniform; for no ot.her tax in our 
vhole fiscal system is so temporary in its character, or so 
/arying in its rate. When this is borne in mind, it may 
ieem that the views above expressed cannot be maintained, 
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and that temporary and permanent incomes ought no 
longer to be taxed at the satne rate. 

In order to settle this point, let us revert to our previous 
example, and suppose that an income-tax of live per cent, 
is imposed for five years, and that A and B are two indi¬ 
viduals who inherit 20,000^. each from their father. Let 
it also bo further assumed that A invests his money in the 
Funds and obtains an income of 600/. a year, and that B 
purchases with his 20,000/. a life-annuity of 1200/. If, 
therefore, permanent and temporary incomes are taxed at 
the same rate, A will pay live times 30/. or 150/. during the 
live years that the income-tax is supposed to be continued, 
whereas B will pay 300/. in income-tax. Now it may be 
urged that this catmot be just; for why should B pay 
twice as much in income-tax as A, since they both origin¬ 
ally had the same amount of property, which they ch('se 
to invest in a different manner ? Hence it appears to us 
(juite. indisputable, that temporary incomes ought to be 
taxed at a lower rate than permanent incomes, if the 
income-tax can be really considered to be imposed for only 
a limited period, which we have hero assumed to be five 
years. Experience, however, incontestably proves that the 
time during which the income-tax will be continued can 
never be predicted even with approximate accuracy. This 
uncertainty, comseijnently, renders it impossible to frame 
any cijuitable method of adjustment based upon the hypo¬ 
thesis that the tax will not be continued for a longer 
period than that which is originally proposed. For let us 
see what would have been the result if such a method 
of adjustn)ent had been adopted in our own country. 

In the year 1854 the Chancellor of the Exchequer con¬ 
fidently affirmed that the income-tax would be gradually 
reduced, and would be entirely abolished in the year 1860. 
Here, thett, a case is presented, exactly similar to that 
just described; for, reverting to otir original example, it 
may be assumed that the two brothers A and B come into 
possession of 20,000/. each in the year 1854. A invests his 
20,000/. in the Funds, and obtains a permanent income of 
600/. a year, whereas B purchases with his 20,000/. a life 
annuity of 1200/. It is, therefore, manifest that, if tem¬ 
porary incomes arc taxed at the same rate as permanent 
incomes, B will each year contribute twice as much to the 
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ncome-tax as A. Now if the iiicotnc-tax is only a tern- iv. 
Jorary impost which is certain to be repealed in the course . . 

)f six years, B might very fairly urge that, simio his income 
s derived from the same amount of prope?-(,y as hi- i 
brother’s, they ought to contribute the same ainoimt to ■ 

;he income-tax. B might also further urge that, if he : 
ind his brother both wished to re,de(>rvt the income-tax j 
xpou their 20,000/., they ought to pay the same amount i 
for this redemption ; B would however be compelled to I 
pay twice as much as A, in order to redeem the tax, if, 
temporary incomes were taxi'd at the same rate as per-' 
inanent incomes. 

Those who believed that the income'-tax would inevi-j TUeuncer- 
bably expire in the year 1800, would have found it difficult' 
r.o answer the argument just supposed to he advanced by iiu'ome-tux 
B. But if such a claim in favour of temporary incomes prevents 
had been admitted, wha) would have been the result? 

The year 1800 comes; the income-tax is neither repealed menihe- 
Jior reilucod, but is, on the contrary, gieatly increa.se(l. tueen per- 
We, therefore, maintain that an ('iputahh' adjustment 
would not have been secured, but, on the contrary, a, great pomni in- 
injustice would have been done to the jiosseasors of per- comes. 
manent incomes, if, in the v'ear 1854, our statesmen, acting i 
on the supposition that the income-tax would only be i 
continued for six years, had capitalised all lemporary in-; 
comes, and then so arranged the income-tax, that thi-' 
same amount of property, though differently invested, 
should contribute the sixme amount to tin- income-tax. 

Another example may be adduced, in order more clearly 
to illustrate the injustice which such a method of adjust¬ 
ment would have entailed. 

Let it be assumed that one of the, brothers, B, inve.sts i A farther 
his 20,000/. in the purchase of an annuity of 4000/., to bo 
continued for six years. The other brother. A, still invests result- 
his 20,000/. in the Funds, and obtains a permanent income ini; from 
of (iOO/. a year. Let it also be assumed, that in 1854 the 
income-tax was live per cent., and that it was to remain at 
this amount untiBthe tax was entirely repealed in 1800. v^eni. 

If permanent incomes wore taxed at the same rate as 
temporary incoTues, then A during these six ycai’s would 
only contribute 180/. to the income-tax, whereas B, who 
has purchased an annuity of 4000/., would contribute 1200/. 
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There can be no doubt that such a result would 

extremelj' unfair, if the income-tax were certain to be i 
pealed at the end of the period originally fixed. It h 
been before remarked, that A and B each inhoriti: 
20,000^., the tax ought not to take; more from one th, 
from the other; it would, therefore, seem that B as well 
A ought to contribute only ^01. a year, and consequent 
B’s income would only be taxed at the rate of § per cei 
The equity of such a method of adjustmemt entirely o 
pends on the income-tax bciing repealed at a fixed defin; 
period. Experience, however, proves that the time for t 
repeal of this tax can never be anticijiated with certaint 
for, when th(^ year 1800 arrived, the repeal of the incon 
tax seemed indefinitely remote; according thtirefore 
the method of adjustment which has been just doscribi 
B’s 20,000/1. invested in an annuity would in the aggregc 
only contribute 180/. to the income-tax; whereas A 1: 
already contributed the same amount, and will still ha 
to pay income-tax upon his 000/. a year, during the wh( 
time that the tax may happen to he continued. V 
thiTcfore, think that the most simple and the most ji 
plan is to consider the income-tax, and every other ts 
as pcirmanent. The extreme uncertainty which exi 
with regard to the charges which may be made upon t 
revenue of a country, renders it impossibh* for any one 
foresee when a particular impost may be reduced or : 
pealed. But if the income-tax is regarded as a pennant 
charge, the whole weight of the arithmetical argument 
opposed to the opinion that there should be any difterei 
in the rates imposed upon temporary and permanent 
comc.s. Besides the arithmetical arguments which supp 
such a conclusion, other subsidiary reasons may be advanc 
in favour of a uniform rating. 

In the first place it may be remarked, that a unifo 
income-tax can be collected with great facility, and at co 
paratively little expense; there would, however, be endl 
complications and confusion, if a method of adjustm* 
were attempted, based on the plan of ciipitalisingtempon 
incomes. Eor instance, a different amount of income-’ 
would have to be levied each successive year from in 
viduals who possessed annuities for a limited period, sii 
the capitalised value of a temporary annuity diminis: 
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each successive year. Again, a gn^at varieiy of coinpli- i 
cated and nncertaiti rules must be laid down, for the pur- j 
yio.se of estimating tlie capitali.sed v.-due of inconu^s (l(»riv('d | 
from spec\dativ(! investments, siuth as mining. "Flio diiii- | 
culty of estimating tlie cajjitali.sed value of incomes arising j 
from trades and pi'ofessions would involve still more com- j 
plicated cahudations. Thus the barrisl'n’ of fortv, who has 
a professional income of 10()0<. a year, ought to lx- ta\(>d 
at a higher rate than the harrisfcei-of sixty, who has the 
same professional income. '^I'lie income of tlm one islik<'ly 
to continue very mm^h longer than the income of the 
other, and therefore tln^ ca))it:dised value of the former 
income is very much greaKu' than that of the latter. Nu¬ 
merous otliiT ditHculties may be readily suggested. The 
income of the barrister is wholly lost to his family at his 
death, but the inconu* which a solicitor obtains from his 
business may be ])a,rtly enjoyi'd by his liimily after his 
decease, since' the good-will of his |)rai tice may be. sold, 
or some ])er.sf)n may b(‘ taken into the busine.ss as a [)art- 
ner, who will pay the fa.mily a. c(ut;iin annual s\im. 'I'he 
ca))italised value of a solicitor’s |)rofessioiud inc'une must 
Ik', therefore, greater than the capitiiliscal \ alm^ (.if a banis¬ 
ter’s income of the same, amount, lienee, it would ayipear 
that incomes derived fi’om one braiadi of the law' ought t.o 
b(' taxed at a higher rate than incomes derived from other 
l)ran(!hes of tin' yirofessii.m. The settlement of such intri¬ 
cate (piestions as these would give to t in' iiaainm-tax some 
of the worst ijualities that belong to .a tax ; for it would be 
uncertain in its amount, and it woidd be so difikadt to 
adjust in the various spricial ca.ses which may arisi;, that 
a whole army of income-tax collecbrrs and commissionei’s 
would have to be employi'd; conse(juenth' the expense and 
inconvenience of collecting the tax w'ould be enormous. 
These considerations strengthen our conviction, that the 
income-tax ought to be levied at a uniform rate, ami we 
entertain this opinion with all the more contideiice, be,- 
cause the arithmetical arguments that can be adduced 
certainly do not •oppose, but ralhcr favour, the present 
method of levying the lax. 

The principle of a. uniform iticome-tax is however 
opposed, for reasons which are (piite independent of any 
arithmetical calculations. These reasons, which wc now 
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proceed to consider, are, in fact, based upon the first 
maxim of Adam Smith, which is popularly thought to de¬ 
fine equality of taxation. The i)ersons who oppose a uni¬ 
form income-tax maintain that, whether a temporary and 
uncertain income ought to be taxed at the same rate as a 
pcirmauent and certain income, is a question which must 
be setthid independently of arithmetical considerations. 
For instance, it is frecjuontly aftirmed, that an income de¬ 
rived from a traile or profe.ssion ought to be taxed at a 
much lower rate than an income obtained from some such 
permanent and certain source as the Funds, or lauded pro¬ 
perty. When it is asked why this distinction .should be 
made, it is considered (juite sufficient to reply, that the 
! tradesman or professional man who obtains an income of 
\ 1000?. a year cannot so well afford to pay the income-tax 
i as the individual who receives a.n income of the same 
amount from tht: Funds, or from landed projierty. This is 
undoubtedly true, since the income of the tradesman or 
professional man is uncertain, and may be altogether lost 
in the event of his death ; whineas the possessor of a per¬ 
manent income can at. his death leave it intact, to be dis¬ 
tributed amongst his family. It is, therefore, indisputable 
that the income-tax ought not to be levied at a unifonn 
rate, if the principle is admitted that each single tax 
should be so adjusted that every individual should con¬ 
tribute to it in proportion to his means, or, in other words, 
in proportion to his ability to pay the tax. 

It has been stated in the preceding chapter, that this 
principle is in the abstract perfectly true, and it would no 
doubt secure equality of taxation, if it could be practi¬ 
cally applied to adjust all the taxes that are imposed. 
But the impossibility of this has already been shown. 
No method of adjustment will cause individuals to con- 
I tribute to taxes on commodities in proportion to their 
: means ; the amount which is levied from each individual, 

I by these taxes, depends upon the quantity of a com- 
I inodity which ho consumes. Hence it has been con- 
^ eluded that equality of taxation is niJt necessarily pro- 
> moted by adjusting some particular tax in such a way 
j that each individual would contribute to it in exact pro- 
I portion to his means. For instance, if the income-tax 
j were adjusted in strict accordance with this rule, every 




On the Income-Tax. 


537 


labouring man in the country ought un<loiibtodly to con¬ 
tribute his quota to the tax; and yet, the introduction 
of such a change into our ]>rcs('nt fiscal system would i 
certainly not promote e([uality of taxatioii. The labouring I 
classes are most justly relieved from (be iucome-lax; 
because, in the first place, it would be difficult to collocf. 
it from them, and, in the second place, they contribute 
to such a tax as the? duty on (,ea, a muel gieatcr amount, 
in proportion to their means, than is contributed by the 
wealthier classes of the community. 1'he remission of the 
income-tax upon smdi iucfjnies as are ordinaril\’ possessed 
by labouring men, affords some compen.sation for thi‘ 
inequality of taxation which is neccssaril}' associated with 
such an inqmst as the duty on tea. IjK'qiialit}' <d‘ taxation 
may be;, thor(‘for<5, rather inci'easisl than preventcMl by 
.i.pjilying to any particular tax such a j’lil' as that abov(^ 
referred to. Equality of taxation can be best si'cured, 
not by botching and pcatching each .single (ax, but by 
C(Hitemplating the revenue as a whole. If i(. is found that 
any tax presses unequally on any ])a.uleidar class, it is 
ahno.st invariably better not to attempt to adjust the tax 
by any complicated arrangements; tlu^ iin-qualil.y of tax¬ 
ation shouhl be romediiKl by placing the |)artieidar <dass 
whom it jjrpj'idicially affects, in a relatively advanl-agcous i 
position with regard to s(jmc otlnr tax. Tims the tea- j 
duty ju’csscs very unfairly upon the working classes; bu( 
it is in every respect Tuorc (h.-sirablc to compensate them 
tor this iuc(|uality of taxation, by a remissioTi of the 
income-tax, than to afford them compensation by attempt¬ 
ing U) make the t<^a-duty .so c(pjitablc in it,self, that ev(Ty 
individual should contribute to it in [uoportiou to his 
means. Various proi»ostds for making the tea-duty a 
more eqtiitablc tax havt^ been, and may l)e. .suggested; 
for instance, one source of iuccjuality would b(‘ removed, 
if the tea-duty could bo made ad valorem. The duty which 
is now paid upon the tea consumed by the poor man is at 
least three times its great, in proportion to the value of 
the tea, as the duty which is paid upon superior tea. 
It has, however, been found almost ijn])racticjiblc to levy 
ad valorem duties upon such a commodity as tea; it 
was soon proved that these ad valorem duties entailed 
a series of complicated arrangements, which materially 
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interfered with the trade, and, consequently, the tax when 
made ad valorem, though apparently more just, was 
really more disadvantageous in its aggregate results than 
it was before. Lot us, therefore, inejuire whether similar 
obstacles would not oppose all the schemes which are 
often favourably received, for rendering the income-tax 
more ecpiitable. 

Almost insuperable obstacles at once suggest themselves, 
if an attempt is made to levy the income-tax in such a 
way that each individual should contribute to it in pro¬ 
portion to liis mt^ans. It may be at otice asked, How is it 
po.ssible t(j supply any test or measure of the amount 
which a man can afford to pay towards a tax ? Certainly 
such a test or mciisure is ru^t provided by the uatui'e of 
the source from which an income may be (lerived; for the 
income of almost every individual is obtained from a great 
variety of different sources ; therefi)re some portion of his 
income may be permanent, and anotluT part of it may 
bo temporary. Conseipiently it is impossible to judge of 
an individual’s m(!ans, by considering only one part of his 
aggr(.'gat(^ income. 'I’lius A may possess 2000L a year in 
landed imipcirty, and may, in iuldition to this, derive 1000/. 
a year from his profession. Another individual, K, may 
pos.se.ss only oOO/. a year in landcMl property, but has a 
permanent income of 1000/. a year from the Funds. On 
what grounds do those who op])o.se a uniform income-tax 
affirm that the 1000/. a year which B obtains from the 
Funds, should be taxed at a higher rate than the 1000/. a 
year which A is suj)posod to realise from his profc.ssion ? 
B is a much poorer man than A, and it therefore cannot 
be maintained that B, with regard to a portion of his in¬ 
come, should be taxed at a higher rate than A, because 
the former can blotter afford to contribute to the tax than 
the latter. Tn addition to the difficult}' which has been 
j jtist suggested, it would be; necessary to fix the rate at 
! which each kin<l of income .should be taxed by arbitrary 
I rnhis, which would be subjected to constant discussion and 
I revi.siou. With regard to professional»incomes, it has 
i already be.en said, that the solicitor whose practice is 
1 worth lOllO/. a year is a far richer man than a barrister 
I whose yrractice is of the same value; since a solicitor can 
either sell the good-will of his business, or leave it to his 



539 


On the Income-Tax. 


children, whereas the pract ice of a b;irrister can neither he j 
sold nor handed over to another. If, therefore, a per-! 
manent source of in<’oine is taxed at the rate of live per! 
cent., what principles can l)e found which will tell us the I 
amount of income-tax which ought to he levied from tln^ 
incomes of solicitors and l)arrist('rs r(!sp(a'tively ? Thei-e is 
also another reason of much force to be uvg(.Ml against the 
proposal to tax p(;rmancut and hseporar) iiiconn at a 
different rate. One of tin', chief objections which can be 
urged on economic grounds to an income-tax is that it 
is often a tax on savings, atid thci'cforc pro tanto dis¬ 
courages prudence. A Kim))le (ixample will show that this 
objection woidd apply with increasiHl force if jicrmaiumt 
incomes W(!re taxed at a higher rate than temporary in¬ 
comes. Thins, take the case of a ]»rofessional man with an 
incomi' of .‘5000^. a year who annually saves 1000/. a. year, 
and suppose that an income-tax of .') pm’ cent, is imposed 
upon incomes obtaiuial from a temporary source, whereas 
the tax h'vied on pciinanent incomes is 10 jier cent. On 
;lie thousand jiouiids saved, the income-lax levied in Ihe 
year in which it is .saved is a per cent., or .aO/. 1'ho 
thousand potmds is invested to pay a per cent. On this 
income of ”>0/. an income-tax of 10 iier cent, is levied, 
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or ;')/. a year. If thei’efore it is supposei] that the income- 
tax remains permanently in operation, from (he thousand . 
pounds which is saved 50/. is in the lirst instance taken, 
am) in addition 5/. a year is snbsoipiently levii'd. As tin' 
value of a perpetual anuuity of 5/. is ItJti/. it ap]»ears that 
from a thoinsand jioimds which is sjient onl}’ 50/. is taken 
by the income-tax, whereas the tax takes 210/. from a 
tlionsand jionnds which is saved. Those, and various other The piv- 
considerations which might, lie adduced, lead to the eon- 
elusion, that the present method of levying theine.ome-tax ; 
cannot with advant,age he materially changed, d'he income-: 
tax, as it is now levied, avoids the difficulties and coiripli- 
cations just referred to. It must also he remomhered that' 
if the arraug'cineuls connected witli any tax involve intri¬ 
cate details, the collection of the tax must be expensive. 

If, moreovi!!’, an attempt shouhl ho made to eipialise this 
tax by a eomplicated process of adjustment, many practical 
difficulties would bo sure to arise, which would probably 
lead to disputes and costly litigation; and thus even those 
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will become more discontented, who are specially intended 
to be benefited by the adjustment of the tax. For instance, 
it may bo mentioned that a considerable proportion of the 
aggregate amount yielded by the income-tax is, under 
existing arrangements, collected with the maximum of 
ease and the minimum of expense. This will be at once 
understood when it is remembered that t he income derived 
from consols, bank-shares, railway-shares, and other similar 
investments, is paid in a lump sum before the dividends 
are distributed, and thus the co.st of collecting from the 
individual fundholder and .shareholder is avoided. It 
would obviously be impossible to continue the arrange- 
numt if the rate of the tax varied with the amount of each 
individual’s income, because it would be necessjiry before 
collecting the tax to ascertain what was the income from 
all sources of each fundholder or .shareholder. 

The increase in the difficulty and co.st of collecting the 
tax, if the I’ate of the tax varied not only with the nature 
but also with the; amount of the income, sugg(;st.s a strong 
argument against the adoption of what is known as a 
graduated, or progressive, income-tax. It has often been 
proposed that the rate of the tax should increase with the 
aggregate amount of each individual’s income. It is ob¬ 
vious that besides the objection to which allusion has just 
been made, the proposal to make the rate of the income- 
tax progi-essively increase with th(i amount of the incoiiu^ 
would almost indefinitely strengthen the objection that 
the tax operates as a discouragement to prudence. It 
would be virtually sanctioning the principle that the pro¬ 
portion which the State, should take from a man’s income 
should increase in the direct ratio of the amount he might 
save. The force of this objcictiou will be more fully under¬ 
stood when we proceed, as we now do, to consider the inci¬ 
dence of the tax. 

As this exprc.ssion—the incidence of the tax—has not 
been previously employed, it will be necessary to define it. 
It is quite evwlent that a tax is frequently not really paid 
by the person from whom it is levied; for.instance, the beer 
duty is nominally paid by brewers, although it is really 
paid by the consumers of beer, since the price of beer is 
increased by the amount of the duty which is imposed. 
Similarly, all taxes bn commodities are really paid by the 
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consumer, although the Govoruincnt gonerally levies tlm ; 

tax from either the producer or the importer of a com- j 
modify. Hence, it is said that the incidence of these taxes i 
falls on the consumer, and thendbre t he incidence of a tax I 
may be coiisidered to denote t,he real, in distinction from 
the nominal payment of the tax. As .mother example it 
may be mentioned, that the incidence, of the poor-rates 
which are levied upon tiie land, ultimately falls ujion the 
land-owner; for, although such rates are generally ])aid by 
the farmer, yet the rent of tin- laud would be so much 
greater if there; wore no such rates. If, however, there, is a 
lease, any increase of rates falls upon t he farmer during the 
continuance of the lea.se. The incidence of tho.se taxes just 
mentioned, is very easy to trace; but wit h regard to the; 
incidence of .some other taxes, such as the income-tax, 
many (piestions of ])erplexity anil importance are sug¬ 
gested. Some of tlii.'.se ((uesti(,ins we will now proceed to 
consider. 

ft may pi'rha^is be remembered that, wlien expounding 
.some of (he finKlamcrital proposilions concerning capital, 
the incotne-tax was occasionally riderred to, in order to 
show the different results which ensue, according as the 
tax is paid out of capital, or is saved by means of increased 
economy. In the fu st, case, the incidence of l.he tax jtartly 
falls on the labouring cla.s.s(>s, whereas, in (he second case, 
the incidence of the tax does not fail on any one but those 
w'bo pay it. That, this must be .so is evident, from the. 
following consiilerations. It has been freipiently remarked, 
that the cajtital which supytorts the industry of a country j 
is composed of two yiortions, which are respectively termed | 
circulating and fixed cayhtal. 'I’lie circulating caytilal of 
a country is the soiu-cc from which wages are paid. If, 
therefore, this fund is diminished, there will be a smaller 
amount to distribute amongst the labouring classes, and 
|ess average wages will be received. The fixed eayntal of a 
:bountiy consists of machinery, stock, imy)lem(,‘nts, and, in 
|Bict, of every kind of wealth which exists in some yiermaneiit 
l^roi, and which is intended to give assistance to ( he future 
IWluction of wealth. If, therefore, any tax should dimi- 
psh the fixed cayjital of the country, and sliould thus cause 
machinery to be used, or fewer useful public works to 
Wb carried out, the industry of the country would be inter- 
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lered with, aud the progress of the nation’s wealth would be 
obstructed. If the income-tax were partly paid out of 
capital in a country which accumulates wealth rapidly, it Is 
almost ct.'itaiu that the amount woidd be withdrawn, not 
from fixed, but from circulating capital. As far as the la¬ 
bourers are concerned, it in the first in.stance makes little 
difference whether the income-tax is paid out of circulating 
or fixed (capital; because such fixed capital as machinery 
and railways can only be constructed by labour, aud there¬ 
fore, if a smaller sum is spent upon such works, a smalle.' 
.sum will be distribut(>d in wages. It, therefore, apj)ear 
that the aggr(;gato wages which are ])ai<l must b' 
diminished, if the income-tax be either wholly or parti; 
paid out of the capital of the country. It conseipientl 
follows that if any portion of the income-tax is paid on 
of capital which would otherwis(' be employed within th 
country itself, the incidence of the tax ])artly falls on th 
labourers, although the tax may never b(! din^ctly levie 
from them. It will be instructive to explain the process 
by which the burden (jf this tax is, iis it were, shifted fro; 
one (dass to another. 

Let it be assumed that an income-tax often per cent, 
imposed, and that throughout the country one half of tl 
tax is saved from each individual’s personal oxpenditur 
whereas the otluir half is provided out of capital. Upc 
this hypothesis, an individual. A, who has an aggrega 
income of 2000^. a year, would be rated at ’1001. a yea 
his net income is therefore; 1800i. His personal expenc 
ture is 1000/. a year, and he therefore annually sav 
800/., which he can invest as capital in his busine.ss. 
there were no income-tax, his annual income would 
2000/., but, according to our hypothe.sis, he will only spe 
one half of the 200/. a year, which would be added to ! 
income if the income-tax were remitted ; he would a 
se(piently eaiih year save 900/. if there were no income-t 
and this sum he might employ as cajntal in his busim 
The amount of capital which he accumulates is theref 
annually reduced by 100/. in conse(}uence of the incoi 
tax. Circulating capital is, however, employed in pay 
the wages of labourers, and, therefore, the income-tax r 
diminish by 100/. the amount which A annually payt 
labourers; consequently this amount is as really paid 
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the labouring classes as if the incoine-tax was directly w. 

levied from them. . . 

It is impossible to assign the exact pro])ortion of the ] The share 
income-tax which will hi' paid out of capital; but it is of the tax 
nevertheless (juite certain that, an incoui'-tax would l>c 
paid out of capital to a far gr('ater extent in some conn- varies m 
tries than in others. As an exaniplta it may be nuai- '''//'’'vh/ 
tioned that tlu? industrial progres.s ;)f India, is ivta.uled by 
a want of capital; lier aciaimulal ion of capii.al is compara¬ 
tively so small, that an income-tax c.oukl not be imposed 
in that country without diminishing ilie national capital, * 
and in this way most seriously alfei ling the national ; 
wealth. In England, howcviT, the inconavtax produces , 
none of these serious consequenci's: no branch of onr ■ 
industry which pre.smds a fair cliancc of [irolit is ever | 
retarded for want of cajntal; in addition to all the capital j 
which we invest, in our own commerce and tiade, we al- I 


ways seem to iiosse.ssan almost unlimiled supply of capital ^ 
for foreign investments, if the terms whicb are offered for | 
tin; use of it are sultieiently remunerai ive. It may, then.-- ; 
fore, with considerable certainly lx- eoncliulecl, that the | 
income-tax docs not seriously diminish the amount of j 
:w(uilth which is produced in this country; for althongh j 
some portion of the tax is paid otd of capital, yet this j 
amount is probably withdrawn, not li'eni lixed capital, but j 
from circulating cajhtal, and also from that port,ion of the i 
count ry’s capital which is invested abroad. Wo say that | 
it is not fixed cajntal which is atfocti d, becau.si' that part | 
of fixed capital which cousi.sts of machinery, implements, i 
,4nd stock, is never sold for the purpose of jiaying tlie tax, 
,,Qor can any oni; sup])ose that less machinery is employetl 
Hh indiLstry, or fewer useful permanent improvements 
&irried out in conseipience of the income-tax. Our circu- 
siating capital may no doubt, to some, extent, be diminished; 
fif this be so, a portion of the tax .is virtually contributed 
ij>y the labourers. In England, however, as well as in 
Uliobt ot.her countries, the average amount of the income- 
^x which is respectively paid out of capital oi- saved 
mom personal expenditure, ^aries greatly in the different 
Actions of the communitj'. Those who have incomes of 
poj. or 200^. a year are usually obliged to deprive thein- 
^Ives of many things which they consider almost in- 
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dispensable. Such persons, therefore, if released from the 
income-tax, would probably spend the whole additional 
income which the remission of the tax would give them. 
The wealthy merchant, however, who is worth his 20,000^. 
a year, would most likely not materially increase his per¬ 
sonal expenditure, although the repeal of the income-tax 
might give him an additional lOOOZ. a year to spend. The 
additional lOOOi. which he would thus annually accumulate 
would not induce him to extend his own business; he woidd 
jirobably invest the lOOOi. in some security. It, therefore, 
appears that the additional capital which will be saved, if 
the income-tax is repeahal, would be principally thrown j 
into the money market for investment; the amount savedi 
would not bo employed as capital by each individual 
taxpayer, because in a country where so much commerce 
is transacted by credit, the individual taxpayer would, 
before the incomii-tax had been remitted, havi; had 
no difficulty in obtaining extra capital to embark in his 
business. , 

As far, therefore, as the capital of the country is con- 
cernexl, the effects of the income-tax are not in this 
country so important as they are generally supposed b 
be; because, let it be assumed (and it is rather an ex 
cessive e.stiraate) that (i,000,00()/. out of the 9,000,000^' 
which an income-tax of fivopeuce in the pound would now 
yield wovdd be saved as capital, if the? tax wore repealed! 
(),000,000/. thrown into the money-market for investment) 
cannot produce any momentous results upon the industry 
of a country whose wealth is so great that many millions 
have often been raised in a few days for foreign invest¬ 
ments, without apparently exerting any influence u[)on our' 
trade. The remaining 3,000,000/., which according to 
our estimate is saved from personal expenditure, expresses 
the real amount of the temporary comfort and enjoyment 
of which the tax deprives the community. It has been 
already stated that to this last amount different sections 
of the community contribute in very unequal degrees; the 
wealthy man who is accumulating capital rapidly does 
not spend less in consequence of the tax; his personal 
comfort is not in the slightest degree interfered with, 
and the oidy result of the tax to him is that he possesses 
a few thousand pounds less of realized property. Very 
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different consequences, however, result to those who pos¬ 
sess the small incomes which just come within the raiipfe 
of the tax. For instance, an income just excf^ediug 4001. 
is taxed at the .s;»me rate as an iiicouiV' of l(),()0()^. There 
can be no doubt tliat the owner of such .a small iucoiiK! as 
400/. cannot j)ay even a few pounds towards an income-tax, 
without depriving himself or his faTtiily of the means of 
Hjxtisfying some real want or enjoyment of lif ■ The ine<nne- 
tax, therefore, entails a far greater sacrifieci n]pon sucli a 
person than upon the more wealthy man wlio can pay the, 
tax without encroaeliing upon iiis persp.nal expi'iidilure. 

The ine(jnality to which allusion has just been made is 
attempted, in some, degi-ee, to be remedied in our own 


country by exempting all inconu's of less Ihiin loll/, from 
payommt of the tax. In order also to lessen ihc burden of 
the tax upon owners of small incomes, a. (leiluction of 120/. 
is made before assessing Hk' tax I'rom all incomes lad.wcen 
150/. and 400/.; thus, if a man has an income of dOO/., lu' 
]^ys the tax iqion an income of only bSO/. It is obvious 
^vt this method of adjustnnmt only [lariialiy removt'S the 
llreipiality which it is ini ended to remedy, bi.'ca,usc id, the 
i^si-nt time an income of a few .shillings over 150/. has 
'^.pay the tax upon dO/., wdicreas an income a. lew shillings 
than 150/. escapes the tax altogether. Agiiin, if a niiin 
an income of 401/. a ymiir, he pays the tax u|)on his 
tipire income, whereas if he has an inconii' of 400/., he 
jpy ])!iy's the tax uixm 280/. If, therefore, the income- 
wore one shilling in the pound, a imm wilh an income 
(^%0I/. would not be so \v<‘ll off by 5/. a year ,as the man 

f an income of 400/. 'I'he nnliiirness of such an iinange- 
t is manifest. Mr Mill, adopting it suggestion of 
barn’s, proposed a very simple scheme for the ]mr- 
of obviating this miju.st anomaly'. He maintained | 
the Legislature ought, in the, first instance, to decide 
; is the maximum income which should be allowed to 
pe the income-tax, and he considered that a decision 
i this point ought to bo chiefly guidcxl by the prin- 
I that an‘income should not be taxed if it was not 
j than sufficient to provide its owner with the mere 
ssaries of life. Such a principle would, of course, only 
lie a rough estimate to lie made; the important thing, 
R'however, is to fix a limit. Let it, therefore, be supposed 
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that the limit is lOOt a year. Mr Mill proposed 
deduct this amount from every income, and only t 
the remainder. The owner, therefore, of an income 
120t a year would only pay the tax upon 20/. Tl 
plan manifestly provides a complete remedy for t 
iiietpiality to which wo have just alluded. The f>laii i 
volves no practical difficulties, and is founded upon str: 
justice; since, if the tax is not imposed on an income 
100/. because such an income is no more than sufficie 
to provide its owner with the mere necessaries of life, t 
tax ought, with regard to all incomes, to be remitted up 
a similar amount which has to be expended in the na 
necessaries of life. 

'J’he scheme advocated by Mr Mill is not to bo cc 
founded with the proposal for a graduated or progress! 
income-tax to which reference has already been made. 

I has been urged that an income of 10,000/. might to 
taxed at a far higher rate than an income of 100 
There is, no doubt, weight in the argument that t 
income-tax presses with unecpial force upon the owru 
of comparatively small incointss, because the tax oft 
involves some real sacrifice to them, whereas, with I'ega 
to the very wealthy, it in no way diminishes their mca 
of enjoyment. It is, however, important to remernl: 
that the proposal to graduate the income-tax seems 
sanction the principle that it is desirabki to impose 
penalty upon the accumulation of wealth. Any su 
scheme which is aimed against large ca^iitals probal 
obtains po]nilar su])port, because it seems to favour t 
prejudice which is so frequently expressed against wh 
is termed the tyranny of capital. There was a tir. 
when it was very generally believed by the labourers 
this country that the owner of a largo capital possess' 
a peculiar power to oppress them. Superior educath 
and the extension of cooperative institutions are alrea( 
beginning to make the labourers understand that as capit 
increases the fund for the employment of labour increas! 
As previously shown, one of the st’-ongest theoreth^ 
arguments which can be urged against the income-tax, 
based upon the fact that it is imposed upon savings. Tl 
man who has 10,000/. a year, and spends the whole of h 
income, only pays the tax once; but the man who has t 
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equal income, and only spends a portion of it, pays in the 
first instance the same amount to the tax, and is also each 
year compelled to pay the tax upon the income which is 
derived from the investment of the amount whicti he has 
saved from his annual inconio. The income-tax, tJierefon-, 
to a certain degree, encourages spending, and discourages 
saving. It, thendore, follows that one of the most serious 
objections which can he urged against the tax is ^neatly 
strengthened, if it should be so gradu.ati^d that the tax is 
increased in proportion to the amount which an individual j 
saves. 



In conclusion, it is nece.ssary to refer to a .serious objec- Ohjtviwn 
tion connected with the income-tax which cannot, be obvi- 
ated by any method of adjusrnient. It is evident that the 
tax can be accurately levied upon all incomes the amounts dijlicuitji 
of which an' publicly known. As jaeviously stated, the "/ 

Bank of England, when [)aying the dividends arising from of'tJiThi- 
the Funds, deducts the. income-tax, and hands the annntnt romexnjxm 
over to the (fovermnent. It is, therddn', im}) 0 .s.sibh^ for 'o 

a fundholder to evade the tax. 'J’he tax is also .similarly 
(h.slucbid from all otticial salaries, and al.so fioiii tln.^ pay of 
officers in the finny and navy. The. amount of the lax 
which is levied from various other kinds of incomes is also 
regulated by definiti' rules. For inslane.e, a farmer’s in- 
. come is estimated to be equivahmt to one half his rent. 

If, therefore, his rent is 800/. a yiar, luid if the income-tax 
is sixpence in the pound, the income-tax k'vied upon him 
will be 10/. His incoimi may no doubt lie either more or 
less than 400/. a year, but when the rule has once btam 
made, he has no power to evade? any portion of the tax, 
because the amount at which he is astsessed is precisely 
determined. But with regard to various other chisses of 
traders it is impossible to ascertain the atnount of their 
incomes by any definite rides. The income of a mtinu- 
facturer or retail trader can only be approximately^ esti- 
jiiated; an opportunity is thus afforded to evade a. con- 
siderfible portion of the tax. Morality is unfortunately 
too often based o^ conventionality; and many who pass 
for honest men do not hesitate to cheat the Government, 
although in the private transactions of life they would 
shrink from doing anything in the least dewee dishonour¬ 
able. Numerous cases have occurred which strikingly 

, mm2 
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exemplify the dishonesty that is practised by many i 
their dealings with the Government. 

The following well-known instance has freijnently bee 
(pioted. A particular street in London was, during a ee; 
tain period, closed for traffic in consecjuencc of improv: 
ments which were being carried out. The business of ti 
various tradesmen who lived in the street was prejudicial 
affected, and they consequently claimed compensation. Tl 
amount of eonqumsation which each individual receiv( 
was apportioned to the net income which he derived fro 
his busines.s. All the tradesmen, consequently, made 
return of their incomes. As it was thought that the. 
returns wcirc excessive, they were compared with t; 
amount of the incomes which these tradesmen returned f 
the assessment of the income-tax. In some cases the 
was no diffiuetiee in the amounts returned for the t\ 
purposes. The result of the comparison, however, was 
riiveal that some of the tradesmen living in a respectal 
London street could practise so much deception that, wh; 
•for the purpose of assessing the income-tax they return 
their incomes at a certain amount, the amount return 
when pre.ssing their claims for compensation was a vo 
much great!!r one. It is, t.henffore, evident that, as long 
such duplicity is prevalent, many will evade a p.art of t 
income-tax w'hieh thi:y are bound to })ay to the Govei 
merit. Hence the tax opt^rates with a certain degree 
unfairness, because some classes of the (xunmunity havt 
chance of evading the tax, whereas others have not. 

The ineijuality which is caused by this power of evasi 
is not by many so much objected to as the general i 
morality which they conceive to be, produced by such ta; 
tion. It is, for instance, maintained that the income-1 
places so great a premium upon deception, that many w 
would otherwise be honourable, are tempted to clece 
the Governrnr.'ut. Little attention, however, ought to 
paid to such an argument. The morality of those in 
viduals who are so easily led away from the paths 
virtue and honour is scarcely worth the fostering care 
a Government. Every precaution should of course 
taken to detect and punish those who make false retui 
because the burden which they escape is thrown upon 
I rest of the community. 
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Although we have thought it dosirahlc to direct atteii- ! “'w® w. 

tion to certain inequalituis and other disadvantages con- i . 

nccted with the income-tax, wd. in ouro])inion it would not j 
be expedient to repeal the tax. No l.ax whicli can be I 
suggested is free from obj<‘ctions. If llie income-tax were 
repealed many wealthy individuals might almost entirely 
escape eoiitributing any thing i,o the taxation oft he country; 
and the money which the income-tax now yields would 
have to be made good by increasing (he taxes on arlie.lesof 
geruival consumption which are chiefly used by tlu' ])oor. 

Thus greater ineijuality of taxation would result from l.he 
repeal of the income-tax than from its maiutenanee. 
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T he last chapter was devoted to the discussion of the 
income-tax, and although the tax manifestly differs 
in many essential respects from other direct taxes, yet 
the income-tax possesses many characteri.stics which are 
common to all direct taxes. We shall, therefore, be 
enabled, after having described indirect taxation in the 
present chapter, to compare or rather to contrast the two 
systems of taxation. 

Direct and indirect taxation are words of such frecpient 
use that they probably need no definition. It may per¬ 
haps, however, bo wtll to state that a direct tax is really 
paid by the person from whom it is levied, whereas an 
indirect tax, though nominally paid by one person, is 
really paid by another. An income-tax , and all assessed 
taxes, such as taxes on private carriages and dogs, are 
direct taxes; for they deprive those who pay them of an 
amount of wealth equivalent to the tax. But an entirely 
different result follows with regard to an indirect tax, 
such as the beer duty; for in such a case, although the 
beer duty is in the first instance paid by the brewer, 
yet the tax really comes out of the pockets of the con¬ 
sumers of beer, because the price which they are com¬ 
pelled to pay for beer is increased by an amount which 
must at least be equivalent to the tax imposed. It is. 


I ' Aa explained in the last chapter, an income-tax is Bometimea parti,y 
paid out of circulating capital. In this case thopix diminiahea the sum 
i expended in wagea, and ia, therefore, really paid by the labourers. But it 
I ia aufiiciently exact to atate that an income-tax ia a direct tax because it 
ia intended that the tax should take so much wealth from thoae upon 
whom it ia levied. In the case of an indirect tax, auch aa the duty on 
beer, it ia intended to tax the consumer of beer, and not the brewer who 
in the first instance pays the tax. 
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therefore, manifest that taxes on conniKHlities ai-e in- iv. 

direct; because if commodities are taxed they are iu- , «-»■ in. ^ 
creased in price, and consecpiently t.he constinters of the 
commodities really pay the taxes, al(ht)ugli they may, in i 
the first instance, he levied upon the importers or pro- i 
ducers of commodities. I 

It must not, howc'Ver, hi^ supposed that tliere are no in- j Other 
direct taxes except those which an? iuijio.sisl upoti eommo- ! wKiy 
dities; for instance, a tax which is in its essential character 
direct, may become indirect by private and commercial 
arrangements, and by many ot.her causes. Tims, in Kngland, 
it is customary for tlie tenant-fainier to pay jaxir-rab's; it 
is, however, evident that all such eliarges a.s thesd are 
nvally paid by the landowner, bi-cause if a faj-nier Jias to 
(contribute lOOZ. a year to poor-rates, hi- is able to pay 
so much less for the use of the land he eidtivati-s; con- 
soi|uently, if no jroor-rates were imjjosed. the, landlord 
might increase the rent of his farm by tine whohe amount 
which his tenant jn'eviou.sly ('oidributed to these late.s. The ond in- 
.same remark ajiplies to various other rales, and al.so to 
tithes; it, therefore, appears that there is not necessarily an h/mude''^ 
essential ilLstinction between a direct and an indirect tax, direct. 
for wc have seen that a direct tax may be couvicrted into 
an indirect tax, simjily by a ])rivate comniercial arrange- j 
moTit, siuice there is no reason whatever why the ])oor-rates 
should not in all eases be paid by the landlord, and not by 
his tenant. If this were done, the poor-rates would become 
a direct tax. It. is, therefori;, possible that the woi'ds direct, 
and indirect, when applied to a tax, may denote only a 
nominal distinction; the tax, however, which is imposed 
on commodities cannot be made a direct oui-, since it 
would be impracticfiblc 'to levy the tax upon each person 
who may have to purchase any jjartkadar article ; conse* 
ipiently, the real points of distinction between the two 
different systems of taxation will be best elucidated by 
comparing the i;ffocts of a direct tax with those which 
ro.sult from a tax imposed upon a commodity. 

At the commencement of this imjuiry it may be, impor- ^ Theuixes 
tant to remark that various cmninodities have been taxed 
in our own country, and are still taxed in many other 
countries, in order to protect native industry, and not posed for 
solely for the purpose of obtaining revenue for the State. amf. 
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We intend hereafter to discuss the theory of protective 
duties, and wc shall therefore, for the present, consider 
those taxes on commodities which are impo.sed for the sole 
purpose of obtaining revenue for the State. The last 
remnant of protection has hc^en banished from our fiscal 
system, and every tax is now carefully adjusted with the 
view of placing the honn*. and foreign producer in a position 
of equality. 

As previously stated, a tax u])on any commodity must, 
almost invariably las opposed to Adam Smith’s first canon 
of taxation, which affirms t.hat ‘each person ought to con¬ 
tribute to the revmnu' in projiortion to his ability to pay.’ 
Taxes on commodities cannot be framed in obedience to 
this rule, for various reasons. Tn the first place, it maybe; 
remarked that taxes on commodities can st'ldom be made 
ad valorem, and it is quite (;vident that from this circum¬ 
stance great inequality of taxation must inevitably result. 
As an example it may be mentioned that every pound of 
tea which is imported into this country has, at the })resent 
time, to pay a tax of 6(f. per pound. The inferior qualities 
of tea which the poor princi|ially consume would, if ad¬ 
mitted duty free, bt; retailed at a price eiirtainly not ex¬ 
ceeding Is. })er pound. It, th(;refore, follows that the tea 
which is used bj' the poor, who are the h;ast able to con¬ 
tribute to the revcmu'.s of the St,ate;, is taxed at the rate of 
oO per cent., whereas the superior cpialitics of tea which 
are purchas(;d by the well-to-do at three shillings per pound, 
only pay a tax of twenty per cent. This ineipiality of 
taxation, which in a greater or loss degree is common to those 
taxes which are impo,scd upon commodities, randy admits 
of any practical remedy. For instance, it has beeji fre¬ 
quently proposed to make tin; duty on tea vary with the 
({uality of the tea; but those who are most competent to form 
a practical judgm(;nt affirm that such a method of adjust¬ 
ment would be frustrated by the extreme difficulty and 
uncertainty of testing the quality of ti;a at the Cu.stom- 
house. As before remarked, the inequality to which we 
have just alluded, and from which taxesiwhen levied upon 
commodities cannot as a general rule be freed, must as far 
as possible be compensated by making other taxes, such as 
the income-tax, fall mo.st lightly on those who are the mo.st 
injured by the particular inequality which we have just 
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described. These considerations induce us again to reinai-h 
that equality of taxation can be most effeclnally secured, 
not by framing any oiui tax in ob(xii('nco to Adam Smith’s 
first rule, but by aj)plying a general process of com]iensa- 
tion to the whole revemu'. 

Let us next iiujuire to what extent tax(^s on commodities 
can be made consistent with Adam Smith’s S(;cond ndo, 
which states that ‘the amount which each individual con¬ 
tributes to a tax ought to be certain and not arbitrary.' 
In one sense almost all taxes on commodities strictly obey 
this rule or priiici])Ie of taxation. ’I’lie producer or im¬ 
porter of a tax(.‘d commodity can always know the exact, 
amount which the particular tax will levy upon him. If 
the duty on bsa is (k/. per jionnd, the merchant who im- 
))orts a cargo of tea can calculate with strict accuracy tlu? 
amount of duty which the tea must pay; lh(‘ same remark 
applies to the producer of a taxed commoiiily such as be.i'r. 
The only cas(! in which tincerlainty can arise is when a tax 
is made ad valorem, bc'cause then tlie ti'st which the 
(•ovcrnmeiit applies to ascertain the \alui' of any com¬ 
modity may be uncertain and imperfoct in its o])era,lion. 
'I'here has been ai) instance <jf this in tlie financial 
measures of Mr (Uadsbau!. Within a few years the .sjiirit 
duties have been raised, and when .Mi Oladstone jiroposc'd 
in liStiO a great reduction in the dut.y on wine, In- hit that, 
the difference between the. duty on wie.e and s])irits was so 
great that the revemu' might be defraiuhsl by mixing 
spirits with wine, and importing the whole as wine. With 
a view of preventing such a fraud, hi^ proposed to tax wine 
in proportion to the amount of alcohol it conlained. The 
plan which was adopted to ascertain the (juantity of this 
alcohol was denounced by those engaged in the wine trade 
as most vexatious; and they chitMy based their com¬ 
plaint upon the. uncertainty of the tax ivhen i(. was so im¬ 
posed, for (hey affirmed that they never could tell bofi.)ro- 
hand the amount of duty which any jiartifudar wine would 
have to pay. It must, however, be admitted that such 
uncertainty wit|j reganl to taxes on commodities is ex¬ 
ceptional, and rarely if ever (sxists, unless an attempt is 
made to adjust tins tax according to some ad valorem 
standard. 

The third rule of taxation laid down by Adam Smith 
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affimis that ‘every tax ought to be levied at the time or in 
the manner in which it is most likely to be convenient for 
the contributor to pay it;’ the inquiry must therefore be 
made whether taxes on commodities are generally con¬ 
sistent with this rule. In making this inquiry it will be 
necessary to distinguish the real from the nominal payer of 
the tax ; for it has been already .stated that the burden of 
the.se taxes really falls upon the consumers of a commodity, 
although the tax is generally levied from the producer or 
importer. Taxes on commodities are no dotibt paid, as far 
as the consumer is concerned, at a time and in a manimr 
which is most convenient; for the tax is in fact levied 
upon th<; consumer at the time when he pays for the com¬ 
modity which he may purchase. But the producer or im¬ 
porter of a comnuxlity may be called upon, in con.sc(fuence 
of defective financial arrangements, to pay the tax at 
a time and in a manner mo.st inconvenient. Sometimes 
the inconvenience just alluded lo is entirely due to in¬ 
judicious financial arrangements; sometimes, however, it 
is inherent in the nature of the tax; when this is the case, 
tlic tax ought not to be impo.s(>d, exce])t as a financial 
necessity. For instaiicii, it .seems that the duty on hops 
could not be levied, except in a manner which was most 
inconvenient to the growers of hops, and thus a strong 
argument was 2 )rovided fiu’ the re 2 )eal of this duty. Hops 
were taxed at so much i)er pound, whatever was the (juality 
or quantity of the crop; tlie tax was asse.ssed immediately 
the crop was gathered in, and the hop-grower was com¬ 
pelled to f)ay the tiuty at a certain definite time, whether 
he had sold his ho{)s or not. The hoj) crop is so uncertain, 
that tile grower could never acciirately calculate how much 
he shouhl be called upon to pay. If he were not a man 
of large cajutal, ho was comjielled to sell his hojjs, whe¬ 
ther he wished to do .so or not, in order to pay the duty. 
A too abundant enjp was also a great disadvantage to the 
grower; the demand for hops does not vary greatly from 
year to year, and, consequently, there must be great fiuc- 
tuatiojis in the price of ho 2 )S, since the cro^) of one year is 
often three or four times iis great as the crop of the next 
year. The amount of duty which a grower had to jtay 
was proportionate to the abundance of thq yield, and it, 
therefore, not unfrequently hapjKJiied that a large crop 
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was most disastrous to the grower, because the maximum I • book iv. 
amount of duty had to be paid when the price of hops was | - . 

extremely low. These, {ind other iucoiiveiiiemje.s, seemed I 
to admit of no adequate reiiu-dy, and therefore tlie Imp, i 
duty has been most properly repealed. 

It generally happens that many of thc! iiieonvenieiices Thhincon- 
connected with the time and imauiei- !e\nMr>s.'- a tax on ^’^siena- 
a commodity c^fui he greatly ditninislied by pi^qu r financial 
arrangements. As an example, the bonding houses mav judiemiK' 
be referred to, which offer great facilities .•uni advaiduges i "I'ronne- 
to tho.se who import taxed comnnxiiiies. \ ineivhant may 1 
not wish immediately to sell the goods In' imports. In; is, I /(«««■«. 
therefore, permitted to place them in Ixmd, and as long ^ 
as they remain in bond In- is not compelled to pay any | 
duty upon them. This, no doubt, is a just arrangement,! 
because the Gove.rnmt'id. intends that the consumer of tlu'; 


commodity should really pay the (ax impo.scd upon it; j 
therefore as .short an i7d,ercai as po.ssibh' ought to elap.s(‘ i 
between the payment of the duty ainl the sale of a com- ; 
uiodity. Tin; merchant simply advances I he tax, and if; 
nqiayment is defeiTed, he will be eomin'Ilcd lo eiiqdoy a ; 
greater capital in his busiiies,s, and tlu; consumer will be 


consequently charged a higher price for the. commodity. 

The last rule of taxation propounded by .Adam Smith 
affirms that ‘every tax ought to be so contrived, as both 
to tak(! out, and to keep out of the ))ockets of the jieople 
as little as possibhi over and above what it brings into 
the public treasury of the State.’ It has been previously 
stated that any tax which is expensive to levy will be 
inconsistent with this rule. The .same remark holds triui 
if a tax diverts labour from a productiv(^ to a more un- 


I Ta.ri’x 
! (ffuendlij 
j takf more 
j out of the 
I poeketx of 
the people 
thou they 
hriny into 
the yitute 
treasury. 


productive employment; if it encourages srn!iggling, and | 
lastly, if it necessitates restrictive regulations with regard | 
to the mode in which any trade or industry is con- i 
ducted. Taxes on commodities cannot, as a gemual rule, : 


be completely fret) from all the faults which have been ; 
just described, but the faults may be much mitigated by ' 
proper financial«arraugements. A tax, wht)ther levied on : 
a home-produced commodity, or u])on one which is im-, 
ported, must be expensive to collect. A great number of j 
excise and custom officers must be employed to assess and 1 
collect the tax; and an enormous outlay is often required 
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to prevent smuggling and other kinds of fraud. Smuggling 
is much more easily prevented in an island like our own, 
than in a country where a great extent of land frontier has 
to bo protected. The difficulty of gusirdiug 2000 or 3000 
miles of frontier would render the imposition of custom 
dtities most undesirable in such a country as America. 
The ex])ense of collecting a certain amount of revenue by 
taxes on commodities is very much diminished, if the taxes 
are confined to a few articles of general consumption; 
when a tax is imposed upon .some article of limited use, 
the cost of collecting i he tax is always enormous in pro¬ 
portion to the amount yielded to the State. About thirty 
years since, the tariff of this country contained a list of 
300 or 400 articles which were subject to either excise or 
custom duties. The great ma-iority of these duties have 
been most pro])erly repealed, and at the present time, 
tobacco, tea, coffee, wine, foreign spirits, and a few 
other articles, are alone subject to custom duties; beer 
and spirits being the articles which chiefly contribute 
to that portion of our revenue which is raised by excise 
duties. Again, with regard to smuggling, there can be 
no doubt that it is much discouraged by the removal of 
extremely high duties on articles W'hich contain a great 
value iir small bulk, atid which can therefore be readily 
concealed. A tax on a commodity may, however, in 
various w'ays which are not so frequently noticed, take 
out of the pockets of the taxpayer an amount which 
greatly exceeds that which the tax yields to the State. 

In the first place, it may be stated that when a com¬ 
modity is taxed, the price which the consumer has to pay 
for it is increased by an amount which often exceeds the 
amount of the tax. Thus let us take the case of a tax 
being levied under very favourable circumstances, and 
suppose, as an example, that a retail grocer buys so many 
chests of tea direct from bond. The amount of tea which 
he buys we may assume to be 3000^.; the value of this 
tea would not probably exceed 2400^., if tea were admitted 
duty free, because, considering the average quality of the 
tea sold, the duty on tea may be estimated at tw'enty-five 
per cent, upon its value. The grocer, when he sells this 
tea retail, will, of course, expect to realise the ordinary 
trade profit. This profit we will suppose to be twenty per 
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cent.; the grocer will therefore obtain .’iCOO/. for the tea, . .book iv. 
which cost him 3000/., whereas if it w'ore not for tin duty, 1 . 
the grocer would be oblig(^d to give only 2-1.00/. for the 
same quantity of tea, and woidd be ii'iiniiu rated‘with tin' 
same per-ceutage of profit, it he sold his h^a to his eu.s- 
tomers at such a price as would realise for him 2880/. It 
therefori; appears that tlrose who pundiase this tea [lay 
720/. additional for it, altliough oniy (iOU/. ot this amount 
is received by the Government as duty. Hence, upon tliis 
hypothesis, the duty takes out of the po(;k('ts of the ta.v- 
payers twenty per cent, mon^ than it gives to the revenue 
of the State. 'I’his is the most .serious objection which Thh h 
can be urged against taxes on eomtnodituss, iuid it is 
one which has not been ade(|uately considered. It must, ‘^fj^Zuon 
moreover, bo remembered that (he case ju.st described agaiiut 
does not as a general ruh; adequately represent the 
aniouut which a ta.x on a commodity keeps out (d' the 
y)ockets of the peoyjh' b(!yfind what it yields to the State. 

For instance, it has becTi assumed (ha(. the tea is pur¬ 
chased by the ri'tail grocer direct froirt bond, but no doubt • 
it much more fkspiently happens th.if. tlm t(‘,a, after it is 
taken from bond, passes through the hands of four or five 
dealers, before it is ulliinately sold to the ismsumer. If, 
therefore, it is supposed th.at tisi pays a duty of twenly- 
tive per cent, upon its value, each of these dealers will 
require twenty-five per cent, more cay)ital to condued. 
his trade in tc-a. The ordinary profit <.>f trade must be I 
realised upon the additional capital which is thus re-1 
qtiired to bo employed; consequently, when a commodity 
i.s taxed, the con.sumor is generally compelled to pay for 
it a price which is increased to an extent considerably 
exceeding the amount of the duty. 

A more serious defect cannot belong to any tf«t 
that it should take from the taxpayer an ambauli SIR 
greatly exceeds that which it yields to the revenue. ’Utls 
tlefeet, to a greater or a less degree, accompanies all indi- eomtMdi 
red taxation; for all indirect, taxes are in llie first instance 
paid by the producers or imjxnders of a commodity, who 
are remunerated by the increased ])rice which (he con- j 
sumer is compelle<l to pay. In every inslance, .some time j 
must elapse between the payment of the duty and the sale | 
of a commodity, and, consequently, the trader who first j 
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CB. HI. repaid by the consumer. But the trader is compelled to 
employ a portion of his capital to make this advance, and 
upon this capital he will expect to obtain the ordinary 
trade profit; this profit the consumer must return to him, 
in adclition to the amount of the tax. This most serious 
defect, though inherimt in all taxes on commodities, may 
be very much diminished by proper precautions. Thus it 
is evident that as short an interval as possible ought to 
elapse between the levying of a tax on a commodity and 
the time when it is ready for consumption. On this ac¬ 
count it is much more desirable to tax manufactured 
goods than the raw material. In order to illustrate this 
point still further, let us briefly trace the different results 
which would be produced by a tax on' raw cotton, and by 
a tax on cotton gmids. 

JtUmtra- It may be assumed t.hat the two different f.axos yiidd 
'if the same amount to the revenue. Let it, in the first 

lietvitsof instance, be supposed that raw cotton is taxed, and that 
(a.ciHj nw ; a ■ manufacturer who purchases 10,()00f. worth of raw 
cotton cotton hiis to pay lOOOZ. duty. The tax, thenifon;, com¬ 
pels him to employ a capital of 'I l,000f. instead of 10,0001 
Upon this additional capital he will expect to realise the 
; ordinary trade profit, which may be as.sumed to be ten 
I per cent. At the end of a twelvemonth he sells the goods 
which have been manufactured from this raw cotton to 


or inami- 
factiired 
cotton 
(/oods. 


. warehou.semen; since, how'ever, the duty imposed on the 
raw (iotton has neces.sitated the employment of 1000/. 
additional capital, the price of the.se manufactured goods 
must, in consequence of the tax, be increasiid by 1100/., 
and not by 1000/., which is the amount really received by 
I the Government; for if this were not so, the manufacturer 
! would not be adequately compensatijd for the capital em- 
I ployed in his busines,s. 


Let us now make a second supposition, and consider the 
tax to be paid upon the manufactured goods. Then the 
manufacturer would not bo called upon to pay the tax 
until his goods were actually purchased by the retai; 
dealer, or warehouseman, and consequently the tax woulc 
not compel him to employ a larger capital in his business 
In this case, therefore, the price of the goods, when sole 
by the manufacturer, will not be increased by an amoum 
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exceeding the amount of the tax. It, therefore, apjK.xirs !. book 
that a tax on manufactured goods, if it cau he easily i - . 

levied, is far preferabh^ to a tax on i-a\v material It, i 'I'lu hint 
however, not unfrecjuently ha]>pens that a manufactured | *"'^,"‘’"^'1 
commodity cannot b(! taxed without subjcicting the par-1' 
ticular tradt? to the most injurious inU'rfereiuv'; foi' in the'con- 
ord<.ir to a.sse.ss an excise duty, and in onler to prevent 
fraud, various kinds of restrictions, witJi regani to tint 
particular mode in which trade is carrhsl on, must he en¬ 
forced, and great annoyaina* is oflen caused hy l int vexa- ! 
tious visits of the (txcise oflicei’s. 'I'liiis few taxes on a | Wow iw 
inanufactuntd commodity could hi' assessed and collecti'd i 
with greater facility than the duty on malt, yet maltsters • 
went compelled to carry on tlu'ir tradi'according to cei'tain ninmiiditec 
strict rules. Notice, for inslance, had to he given wiien •’'other 
the bai'ley was to he wetted ; tile hai'ley, when wetted, ' 
had to he thrown out in a })articular manner on the doors 
to be diied, and the exciseman could visit the malt-liouse 
wlienever he pleased. These hindrances to trade were 
justly regarded as so ,s(,'rious that they fiirmed one of the 
chief reasons why, in JM.SO, it was de'ermiued to substitute 
a dutj' on beer for the duty [ireviously levied on malt. 

Such interference would be a still more serious I'vil, if 
some commodity should he taxeil which involved comiili- ' 
cated [irocesses of manufacture, each ol' which had to be 
conducted according to certain rules, and lo be watched by ! 

(loveniment ofticers, in onler not only to ja-event fraud, but; 
to assess the tax. Such interference would oppose an in- , 
surmountable obstacle to the development of a branch of' 
industry, for all that (‘uterprise would be checked which 
stimulates the introduction of machinciy, and other in¬ 
dustrial imjirovements. 

The remarks hitherto made in this chapter have been Question 
re.stricted to the import duties and to the excise dtities : 
that are imposed upon the commodities which ani con- ! 
sumed in the country; the Government, in fact, intends j 
that the burden of these taxes should lull on the con- | 
sumers. It is, however, manifest that various exjiorted j 
commodities may be also taxed ; btit it. has been thought! 
desirable to consider separately the operation of export j 
duties, because theae duties are imposed with the view I 
of shifting the burden of the tax upon foreign countries. | 



56 o 


Manual of Political Economy. 


BOOK IV. 
on. III. 


Effects of 
an export 
duty such 
as a duty 
on coals. 


Its appa¬ 
rent ad- 
vantages. 


It will, moreover, be shown that, contrary to 'popular 
opinion, it almost invariably happens that, in attempting 
to tax the foreigner, the country that imposes an export 
duty taxes itself. 

To discuss the operation of export duties, it will be 
necessary to recall some of the prineijiles which were 
c.stabli,shed with regard to intoniational trade. When 
investigating that subject it wa.s jirovcd that there is <a 
constant tendency in operation to make the exports of a 
country pay for its imports; it w.as also shown that the 
amount of profit which each country derives from inter¬ 
change of commodities varies inversely with the demand 
which the one country has for the products of the other. 
Let us, therefore, bear these principles in mind when 
talcing the effects of an export duty. One of the most 
recent export duties that has been proposed was an ex¬ 
port duty upon coal; this financial measure met' with a 
considerable amount of sujiport in Parliament in 1800, at 
the time when the details of the commercial treaty with 
hVance were being discussed. Let it bo assinnod that a 
duty of 2.s‘. was hwied upon each ton of coal exported. 
The price of English coal in foreign countries would, in 
consociuencc of the tax, be increased two shillings per ton. 
The demand for commodities always varies inversely with 
their piice, and therefore this increase in the price of coal 
Would diminish the demand for English coal in foreign 
countries. The export of coal from England would conse- 
(piently be diminished; the decrease in the export would 
be greater with regard tej some countries than with regard 
to othei’s. Fr.ince, for instance, ])urchases coal from Bel- 
ginm, and if Belgian coal remained untaxed, France might 
probably cease to import coal from England if our coa: 
was subject to an export duty. It, therefore, appears that 
the first result of any export duty would be to diminisl: 
the amount of our export trade. The commodities which 
were subject to an export duty would decline in price tt 
the home consumer in consequence of the foreign demanc 
for them being checked. It might, thci;eforc, seem that 
an export duty on such an article as coal would confer tw( 
great advantages on the general body of the taxpayers 
in the first place, it would cause foreigners to contribute 
to our revenue, and thus relieve us of a portion of ou; 
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taxation; secondly, the price of coal would be reduced, 
and this would be advantageous to the nation at large. 

It may, no doubt, be urged as a set-off to theses apparent 
advantages, that the coal trade would suffer in conseijuence 
of this diminution in the export of coal, and that the 
owners of collieries would realise smalh'r profits, owing to 
the fall in the price of coal, ll may. however, be rejoined, 
that the los.s which thus ai'c.rues to those engaged in a 
particular branch of industry is more than compensated 
by the advantages which we have shown would be con¬ 
ferred iiyion the general body of the (a.\payers. B\if an 
important point still remains to be determined; for the 
effect which might be produced n)(on our imjjort trade, if 
our exports were checked by th(> imposiUon of a duty, has 
not yet bemi (aaisidered. 

In order to investigate this (juestion, it. may be suppo.sed 
that an export duly ujion coal has causi'd France to coast' 
importing coal from this country. If has been already 
proved that exports are exchanged for imports ; it is, there¬ 
fore, manifest that if the export trade of a country is di¬ 
minished, the amount of her imports, other things re¬ 
maining the same, must also be diminished; (his must 
b(< so, because the commodities which are exported pay for 
those that are imported. Such a decicasi! in the f'onngn 
trade of a country must diminish nalional wi^alth; since 
it has been .shi>wn that foreign commerce increases the 
effii;iency of labour and capital, by enabling each country 
to apply itself to those branches of industry for which it 
y) 0 .s.se 8 ses the greatest natural advantages. It, therefore, 
follows that the (juestion, whether or not an export duty 
is advantageous as a financial measure, must be maiiily 
determined by the circum.stauccs of each syiecial ease. 
For instance, it is quite possible that an export, duty 
may entirely prevent the export of a commodity; this 
would no doubt be the result if an export duty were in 
this country imposed upon silk manufaef ures. The com¬ 
petition between France and England in the silk trade 
is extremely keei^; on the one hand, France has cheap 
labour, and her clearer climate is supposed to give a 
superior colour to her dyes. On the other hand, England 
can perhaps manufacture more economically, because she 
possesses more perfect machinery and cheaper fuel. It is 
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consequently difficult to decide whether France or Englar 
can sell silk goods to foreign countries at the cheapest rat 
It is, therefore, evident that the imposition of even a smg 
export duty upon English silks would, as far as this branc 
of industry is concerned, completely drive England fro 
foreign markets. The prosperity of an important bran< 
of industry would thus be imperilled, and an export dir 
under such circumstances would be most disastrous ai 
indefensible. 

A much more favourable case for the imposition of s 
ex])ort duty will next be considered. It cannot be disput 
that the United States have hitherto po.ssessed to a gre 
extent a natural monopoly for the growth of cotton. I 
other country has been able to produce cotton of so go 
a ({uality at so cheap a rate. Let us, therefore, trace t 
consequence which would have ensued if a small expi 
duty, say of a halfpenny or a penny per lb., had been ii 
po.sed upon American cotton. Even so small an export dr 
as this would have yielded a considerable amount to t 
revenue of the United States. Foreign countries who p' 
cha.sed American cotton would, of course, be compelled 
pay this duty, and it will, therefore, be instructive to iuqu 
whether such a financial measure would in any way lit 
prejudicially affected the material interests of the Uni' 
States. The first effect of such a duty would manifos 
be to raise the price of American cotton in all counti 
which import it, by an amount at least equivalent to ’ 
duty. If the duty was a penny per lb., England would 
compelled to pay six])enco instead of fivepcnce per lb. 
American cotton. It may be perhaps thought that f 
rise in the iirico of American cotton would induce Engli 
to obtain cotton from other sources of supply; this, 
doubt, would be so, if other countries possessed the sc 
advantages for the production of cotton as America, 
therefore, follows that it would be most unwise to imjr 
an export duty either on a raw or a manufactured o 
modity, if the commodity could be produced on as favc 
able terms by other countries as by the country wl 
imposes the export duty. But with regard to cottor 
was shown during the civil war in America that, wit! 
the United States, it is impossible for England and o’ 
countries to obtain the quantity of raw cotton which t 
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require. The available supply from other sources was w>ok w. 
iu fact so limited, that a nso in the pi'i(!e amounting to . 'u- 

200 or 300 per cent, failed to bring ns so largf! a (juantity 
of cotton as we wore willing to piirchase at ewn thi'se high 
rates. Until, therefore, the resources of India and iither 


countries are more fully developed, it (jamiot be supposed 
that we should resort to other couulri. s for raw eolton if 
the United States imposed a small export dui\ upon this 
matoriaU. The rise; in the price (d'eotten which would be 
caused by this duty would slightly diminish tlu^ ([inintity 
of cotton which such a country as England would purchase. 
If the English 7nanufacturers have to pay a higher price 
for raw cotton, they must charge a higher |)rice for manu¬ 
factured goods, and if the price of (button goods is increased, 
the demand for them will he dimiiiished. Itut a very 
slight rise in the price of cotton goods would he suflicatuil 
t(} compensate the manufacturer for a risi‘ in the |)ri(-(! of 
the raw material, and .so slight a nse in price would ex(a’t 
hut little influence u)r>n the demand lor a commodity 
which is not used as a luxury, hut which serves to provide 
one of the necessaries of life. It is impossihh' lo pi'edict 
the position which the cidtivation of cotton jnay in future 
occupy. The United States had, for sonic' lime jirevious 
to the war, possessed a natural motiojioly for the gi'owth 
of cotton ; as long ius this natural monopoly continued, 
the imposition by tht* United States of Ur small exfjort 
duty upon raw cotton would have bee!i jiolitic, con¬ 
sidered merely as a financial measure. y\lthough, iu the 
special case just investigated, we have sjiolo'n somewha,t 
favourably of an ex])ort duty, yet it must be home in 
mind that our remarks were based on the fact that the 
United States possessed, with regard to the growth of 
cotton, a natural monopoly. This, therefore, is (juite an 
exceptional case: an export duty wotdd almost invariably, 
as shown in a previous example, jeopardise the c'xjiort 
trade' of a country, and thus diminish the national wealth. 

We have hitherto, in this chapter, considered that im¬ 
port duties are itpposod for the sole pui'pose ol obtaining 
revenue for the State. But until a very recent period it 
was almost universally believed that another most im- 
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the total amount of raw cotton imported into the United 
in 1880, nearly three-<iuarters came from the United States.] 
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portant end was attained by import duties. Fifty yea; 
since, the theory of Protection was as generally accepte 
in this coiuitry as it is now discarded. In America, i 
France, and in most continental countries, the groat m' 
jority of politicians are even at the present day ardei 
protectionists. It is, therefore, still extremely irnportai; 
as a practical question, to investigate the effects of impo 
duties wh(in they are imposed for the double purpose 
; obtaining revenue, and of protecting native industry. It 
1 quite evident that an import duty can be easily arrangf 
; so as to obtain the double object. We have already, f 
! instance, alluded to the closeness of competition in tl 
silk-trade, between France iind England. If, therefor 
: an import duty, say of ton per cent., should be place 
I upon French silks, and if at the same time English sil! 

; should be subject to no excise duty, it is manifest th; 

; French silks w<juld probably be almost entirely exclude 
; from the English market. A similar end might be a 
tained with regarel to all other imported commerditi 
■| which compete with commodities of the same kind pr 
diiced at home. It is, cemsequently, pe)ssible to limit, 

I altogether stop the importation of a commodity, by su 
I jecting it to a suftieiently high import duty, 
j The principles which have been established with rega; 
j to inteuaiational trade clearly prove the loss which tl 
i nation suffers if protective duties either prevent or chec 
j tlm importation of commodities. When trade is carri* 
i on betsveen two countries, the wealth of each is increase 
I because each country is enabled to apply its labour ai 
capital to tho,se branches of industry for which it pc 
; sesses the greate.st natural advantages. Thus, reverting 
I our previous illustration, it has been assumed that ti 
j cost of growing corn, compared with the cost of producii 
i iron, is much less in France than in England. It ms 
for instance, be supposed that a ton of iron costs as mu( 
to produce, in France, as ten sacks of wheat; whereas, 
England, a ton of iron would only be equivalent in val 
to six sacks of wheat. It is, therefore, e^psy to perceive ti 
loss which France and England would both suffer if pi 
; tective import duties imposed in France upon English ir 
j should prevent the importation of English iron into Fran: 
j and if protective duties imposed in England upon cc 
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should prevent the importation of French wheat into 
England. Such a protective tarift' would cause labour 
’ and capital to be wasted, or, in other wonls, would di'itrive 
them of a part of their productive power. Six sacks , 
wheat cost Etigland as much to pnxhice as otu! ton of' 
iron; but if the trade, between England and Fi'anee were ' 
unrestricted, England might divert a p ortion ef her labour 1 
and capital from the growth of wheat to th<' production 
of iron for France ; it would be manih-stly greatly to ; 
the advantage of France to give England eight sacks of I 
wheat for each ton of ii'on. H(!nci', uure.strictod lrad<' so ' 
much increases the wealth of a country, that a certain * 
amount of labour and capital, which before would only I 
obtain .si.x sacks of wheat, now produces a ton of iron, i 
in exchange for which a foreign country will willingly give j 
eight sacks of wheat. i 

The argument just adduced, considered in eonjunc- I’ioUt- 
tion with the remarks which have been made uiion in- 
b(‘rnatumal trarlo, jjiay ho roi,^ar<l<Ml as (‘oiiclusiV(‘ly uo-. tnui 
monstrating the injurious eHeet whiidi is pioduced upon \ pnim out 
a nation by protective^ dufu's. Protec-i ionisls, Injwever,: 
ignore this lo.ss of national wealth ; they advocate tln> i injih-u-d 
protective .system, because they conceive thal, wil hout its i 
su[)port, some special branches of industry would Ix^ uu- , 
able to compete against foreign cotinlrii's. It mighi, fw] u;uic. 
instance, be tirgued that it would be impossible for tin- Eng¬ 
lish farmer to compttte against the Frt'iich farmer, if wdieat; 
can be grown at a much cheaper rate in Franct! than in 
England; on the other hand, it wotdd lx; eipially impos¬ 
sible for the French iron-itiaster to coni[)el.(; against the ‘ 

English iron-master, if cheap English iron is freely im¬ 
ported into France, Jt is, therefort*, plausibly arguetl 
that free trade is a dangerous experiment, if it should ; 
cause the agricultural interest to be ruined in England, | 
and the iron interest to be ruined in France. It can, , 
howeyer, be easily shown (hat no class of trailers can : 
either be permanently benefited by protective duties, or ^ 
permanently injured by free trade*. Landowners an; the 
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1 [It has been shown by Sir Lvon riayfair, in a speocli (Dec. 1887), i 
that even in the United States, witli their most elabonite system of yro- | 
tective duties, there are 174 millions of workmen in unprotected in- j 
dustries against 24 millions in protected industries; and, as might have ; 
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only class that can derive a lasting advantage from pro¬ 
tection. Property in land may be described as the posses¬ 
sion of a natural monopoly. The value of this natural 
monopoly may be artificially raised by protection, but 
it can be shown thiit other circumstances almost invaria¬ 
bly deprive even the landowners of this special advantage. 

The effect produced by the coni-laws on the position 
of the English farmer, may bo quoted to prove that 
no class of trad(;rs can be pormaiiently benefited by pro¬ 
tective duties. The restriction which the corn-laws im¬ 
posed ui)on the importation of corn no doubt increased 
its price in this country; it was, therefore, concluded 
that protection, because it increased the price of cOrn, 
conferred a special benefit upon the English fiirmers. 
It must, however, be borne in mind that permanent low 
prices are as advantageous to the English farmi'r as per¬ 
manent high prices. In a couniry like our own, where 
there is great commercial enterprise, the competition of 
capital is constantly exerting a tendency to equalise profits 
in different trades. If the price of all agricultural pro¬ 
duce should be doubled, the farmer’s gross returns would 
Cfiiterh pari,bug be doubled; his profits, therefore, would 
be enormously augmented, if he were able to appro|)riatc 
to himself all the.se additional returns. Hut if the profits 
of the farmers, or of any other class of traders, shmild be 
greatly increased, an active competition for farms would 
be at once stimulated, the rent of land would consequently 
ri.se, the profits of the farmer would soon be reduced to 
their fonner n.mount, and thus the landowner, and not 
the farmer, would be ultimately benefited. Again, if the 
price of agricultural produce should be reduced by foreign 
importations, the profits of the farmer might be greatly 
diminished; traders, however, will cease to carry on a 
busiue,ss, if they ai’c unable to realise from it the ordinary 
rate of profit. Landowners will, consequently, be obliged 
to submit to a reduction of rent; hence, it is not the 
farmer, but the landowner, who would ultimately suffer. 
Of course, farmers may be temporarily benefited by a 
sudden rise in prices, or temporarily injured by a sudden 
fall. For instance, many farms are let on lease, and 

been expected, that the highest rates of wages in America are earned ii 
the unprotected industries.] 
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the rent of such farms cannot therefore be oitlier imme¬ 
diately raised or immediately lowered. When, moreover, 
the profits whicdi are realised in a j)articitlar trade are 
affected by a sudden change of piie.es, a considerable time 1 
mii.st elapse before the trade is again restored to its 
normal or steady condition ; during this inlei val the trader 
may either secure e.Kct'ptiona.lly great, gains, or may have 
to submit to an unu.sually low rat.e of prolu. 

It has been proved, as ;i possible theoretical result, that 
the landowners may be injured by the tibolition of pro¬ 
tective duties. The expeiitiiiee wliielt has been derived 
tfom the introduction of free Ir.adt,' into this eountry has 
shown that the landowner will gmierally receive eompeu- 
satiou in various ways. During the last few years there has 
no doubt been a considerable dejnession in English agri- 
eiillure, and rents have fallen. Still, however, the value of 
agiieidtural land, excejit in a few eases is iiiueh higher now 
than it was before the eorn-laws were' repealed, and it seems 
certain that as the dejiression has lieen inninly )iroduced by 
a. -ueeession of liad seasons, there will be ,iga,in a. ri.se in 
ri'ul.s when more favourable times return. The rise in rent 
and the? increase in the value of laud which, until (putc 
recently, took place almost uninUuTupte^lly after t.lu' intro- i 
duetion of free trade, may be readily explained; Ibr although i 
the price of wheat has been redueod In toreign importa- ; 
tions, yet a more than eorn-spondingrisi has taken |)lae.e in j 
the price of other kinds of agricultural produce. Mi^atand } 
dairy produce are imudi diiarer now than they were pre¬ 
vious to the repeal of prot.ectiv^e duties. It must, moreovi'r, 
be remembered that the rise in the price ul these articles 
is in a great measure due to free trade. Dur commerce, 
released from the trammels of protection, has expanded in 
the most extraordinary manner. An augmentation in our 
export trade amounting tornori! than 150,000,ODOh' repre¬ 
sents an enormous addition to the accumulated w'ealth, or, 
in other words, to the ciijiital ot the country; but it the 
capital of the country is augmented, the amount spent in 
wages is sure to be increased, and thus the aiklitimial 
> wealth which has been created by unrest ricted commercial 
intercourse has been distiibuiud amongst the nation at 

' [The total exports from tlie United Kingdom in 1840 were 
61,000,0001., in 1880 they were 212,000,0005] 
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I large. The pepulation having largely increased and the 
people having been made wealthier, a greater quantity of 
meat, dairy produce, and beer is consumed. No commo¬ 
dities of a perishable nature can be easily and cheaply 
imported. Hence, meat and dairy produce have risen 
greatly in price since the introduction of free trade; 
farmers have consequently been able to pay higher rents 
than they could when they wore protected by prohibitive 
duties, and for many years after the introduction of free 
trade growing prosperity for the landed interest was sub¬ 
stituted for the impending ruin which was so often gloomily 
predicted by protectionist statesmen. 

Foniign competition maj', no doubt, cause some parti¬ 
cular branches of industry to be altogether relinquished, 
if the iiulustry has been artificially sustained and fostered 
by protective duties. As an example, it may be men¬ 
tioned that this country, following the example of France, 
might have imposed high import duties upon sugar, with 
the view of encouraging the home-manufacture of sugar 
from,beet-root. A home-sugar intei-est of great import¬ 
ance might thus have been artificially created; if, how¬ 
ever, the support of protection should bo removed, it 
, would bo impossible for the producer of home-grown sugar 
. to compote against the foreign importer; this particular 
. department of native industry would therefore be imme- 
! diately destroyed. Such a destruction of a branch of 
I industry may be perhaps regarded as disastrous, because 
j it may be thought that labourers would be thrown out 
; of employment, and capitalists would be deprived of 
I an eligible investment for their capital. The labourers 
; engaged in one particular kind of industry no doubt 
j suffer a loss if they are compelled to relinquish the 
I labour to which they are accustomed; each branch of 
I industry requires some special skill or knowledge, and 
I consequently those who are compelled to engage in a new 
! kind of labour lose the advantage of their acejuired skill. 

I Again, employers always suffer a certain amount of loss if 
I they are obliged to relinquish the industry to which they 
j are accustomed; they also possess a special knowledge, 
which they must to a great degree sacrifice, and capital 
I cannot be transferred from one employment to another, 
without considerable waste. In every branch of industry 
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there ia a large amount embarked in the form of fixed i nwm iv. 
capital; machinery, buildinga, and jdant, cannot be con-' * cu-»»■ 
verted to a new use without involving great expense. 

These temporary disadvantages may no d(nil)t aecompcaiiy for it mu- 
the removal of protecitive iliities, b\it an abundant (x>m- »oi >>>■ u 
peusation is providcal by tlu! great benefits which are sure t’i.y t„ 
ultimately to result from free commercial iufercoui'se. im/iort 
The general body of the consuTners are provided with 
cheaper commodities, and the wealth of the c(»un1ty must 
be increased, because labour ami capital are, both rendered ihtrinn 
more productive. The pi'imupal argunumt which foreign 
jU’otectionists still urg(! against free trade would be re¬ 
moved, if it is onc(i clearly perceivefl that it cannot be any | 
lo.ss to a country to import commodit ies instead of pro- | 
ducing them. If (tornmoditii's ai'e imported, commodities j 
of an lajuivaleiit value must be ex))orti'(l to yray for those ; 
whi(!h are imy)orted. If, tluTefoia', the introduction of: 
free trade causes a nation to ymrehase commodities, in- i 
s'tead of jtrotlucing them herself, tlie aggregat.e wi’alth in 
tile country cannot ln' rliminished—laboni and capital ari' 
simply transferred from mie industry to another; since, 
if a greater amount of ceumtodith's is purchase<l Irom 
foreign countries, a larger quantity must be also produced 
at home, in order to supply the increasi'.d exports which 
])ay for these tidditional inifiorts. 

'fhe old battle betw'een Protection and Free Trade is .1 miM- 
bi'ing fought out in our Australian cohmies. The Melbourne i 
correspondent of the Times, in one of his able letters, tells j • 
us that the protectionist ])arty defend their conduct by j oiKHO iy ’ 
(piotations from the works of many political economists, | 
including, amongst other’s, the late Mr -1. S. Mill. It is ; 
scarcely necessary to say that Mr Mill ex|)lained the mis¬ 
chievous fallacicis ol jirotection jirobably more chairly than 
any other writer. The, Colonial protectionists maintain 
that ho supports their views, because in one f)as.sage of his 
Priiici/des of Folilictd Economy (vide Book V. Chap. X.)an 
opinion is expressed, that in the case of a young colony a 
protective duty may occasionally be wisely iniposed, if it 
can be clearly 5hown that, this artificial encouragement 
may cause some branch of industry to be permanently and 
prosperously established in a colony, and if it can also be 
shown that this branch of industry might never have been | 
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BOOK IV. ^ introduced, if it had* not boon first stimulated and fostered 

-cn. Ill. ^ protection. Mr Mill makes this exception in favour of 
a protective duty, because he supposes that any industry 
when first established in a colony has always to struggle 
with peculiar difficulties. The colony, therefore, will be 
placed tinder a great disadvantage, if it has to compete 
with a country in which some particular industry has been 
carried on for a long period. The colonial trader will re¬ 
linquish this unequal struggle unless he receives some 
assistance from the State in (he form of protection, and 
thus many difteri'iil kinds of industry, for the succisssful 
prosecution of which the colony may perhaps have; peculiar 
advantages, will be virtually banished from the colony. 
'I’he arguments of the Colonial protectionists are thus 
presented in their most plaihsible and favourable form. 
Mr Mill no doubt juit a strong ca.se, if we assent to the hy¬ 
pothesis upon which it is based. But in our judgment ho 
over-stated the peculiar difficulties which an industry has 
to contend with, when first introduced into a new colony. 
Australia has jiurchfised from England nearly all the manu¬ 
factured commodities she; requires instead of jiroducing 
(bem hersedf, because in England labour, machinery and 
fuel are cheaper than they are in Australia, 'fhere is aji- 
pareiitly no rciasou why these circumstances, which givii to 
England a superiority in manufacturing industry, should 
act with loss force if the Australians are inducixl to form 
manufacturing establishments by the promise that British 
goods shall be excluded from their markets. As long as 
labour, machinery, and fuel continue to be so dear in 
Australia, that it is cheaper to buy goods in England and 
to pay in addition the cost of carrying them 12,000 miles, 
it cannot be supposed that manufacturing industry will 
thrive in this colony. But if, in the course of a few years, 
the economic condition of Australia should change; if, for 
instance, labour should become so much cheaper in that 
country, that woolhiii or cotton goods could be made there 
cheaper than they could be imported from Englaml, then it 
appears to us ipiite certain that woollen or cotton manu¬ 
factures would thrive in Australia, and that their progress 
would not be impeded by any special difficulties, which 
are so formidable that they can only bo vampiished by a 
‘y ■ protective tariff. The most serious objection, however, to 
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Mr Mill s argiimunt in favour of protoctioii iii a youiij' 
colony, aris<'K froru tho dilllc-ulty of aliolishiiis a proteetivo 
duty when it has been onec imposed. Mr Mill’s case' rests 
upon the sup])osition that ])roUet.iou may Ix'V(sorted toes 
a temporary expedient, and that whon ihe industry which 
has been thus fosku’ed is strong enough (,o stand alone, 
the prot(!<;tion it has n eeised can be easily reliiKiuislu'd. 
'fhe experience of tlu' United Hiates, however, conclu¬ 
sively proves that tho.se who are interested, either as em¬ 
ployers or employed, in any particular industry, which has 
been protected, will not thus vtiluul,aril\ accept free trade, i 
Mr D. A. Wells, the well-tuown American economist, has | 
said, “Ali.hougli the; main argunnait adv.iuced in the ! 
Unit(\d Htates in suj)])ort of proi.ectivc diitic's is that their i 
enactment is intended to subserv .■ a tianporiiry purpo.si;, | 
in order to allow infnni industries to g.iin n foot-hold and 1 
a development against foreign competition, there nev('r ; 
has been an iusi,anc<‘ in the liisiory of the country W'here \ 
the. re])resentatives of such iudusli'i s, who liavc eujoye.d ; 
|)rol,lection for a long .scries of years, !ki\o heen willing ' 
to sidmiit to a rcdiictiou of the laiilf, or h.ive vohint.arily : 
ju'oposed it. But, on tlu' (onttary, t heii- demands for still ■ 
hiy'K'r and higher duties are insati.able .-iikI never inter- 
niitted'.” It is iv'iuarkahle that: thi.-deimind for |>rot(.'cl ion 
slionld have arisen in a communily where liie waiges paid 
an! higher than those which are rec.‘i\e(l by tlu! labom-eis ; 
of any other country. Mor(!over, in Ausii-alia the position ' 
of the capitalist is ;is .satisfactory a?, ilial of t.lu! laboure.i. | 
ti)r in previous ebapb'rs it has been tieipieiitly remarked ! 

* [Tlio Imttlc bi!t\vo(!U I’rotectioa iinil Fr«.' 'I’liwlc in Anioricti 1ms ^ 
eulercil U|)ou a new jilmse, since in Dec. ]HS7. tl'i' I’l'csident dccliii-cd ; 
in Ins ni(is.saeo to Conriess that the fiscal system of llic United States i 
took from the vockets of Llic ta.vimyers a sum vastly in e.Kcess of wliat ' 
is needed for the administrulion of the (TOv<‘vnim,'nt. The accnmnlatetl | 
Burphisos of reveniio over exiienditnre will, in June, 1SS8, reach the j 
enoruious total of 2S,0!(0,0l.'0f. .All the debt Unit can lie iiaid off has 
been paid, and the American executive is embairas.sel by tlie dillieiilty of 
hiidius' some way of dealinj; with Ihe^ larr'n sums in its possession. 
President Cleveland denounces the present turitT svliich takes m.ue from 
the citizens of theiiJOimtry than is recpiiied for ib.' necessities of the 
state as an indefensihlo e.xtorf ion and ae.uii>ililo lu-rrayal of Aiuerican 
fairness and justice,”" orijipiine our nation,d eneit;ies, suspending the 
country’s devolopnient, preventing investment in productive enterprise, 
threateuing financial disturbance, and inviting sohemos of public 
plunder.”] 
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BOOK IV. that in Australia fertile land is so abundant, and as a con- 
CH. III. ^ 8e(]uence the production of wealth is carried on under such 
advautaffeous conditions, that profits as well as wages are 
extremely high. It is, therefore, evident that the various 
kinds of industry which flourish in that colony must be 
singularly remunerative, and the community must incur a 
serious loss if protective duties should artificially stimulate 
certain trades, which would be less productive of wealth 
in proportion to the labour and capital invested in them, 
than are the various branches of industry which are now 
caiTied on. Hence in this, as in every other case, pro¬ 
tection would exert a mischiiwous tendency to cause 
; labour and capital to be transferred from one industry 
‘ to some other which is le.ss productive! of wealth. In 
' Australia the accunudation of wealth may be augmented 
almost without any assignable limit, if a sufficient supply 
of labour is forth<!omiug; and the prott!ctionists in that 
country should not lose sight of th(! fact that their policy 
will make imported commodities dearer, and will thus 
diminish the advantages which a labourer will derive from 
emigrating to that colony. 

' In the present and preceding chapt(.'rs, the chief circum¬ 
stances connected with direct and indirect taxation have 
.1 rompari- been briefly reviewed. Writers on taxation usually make 
non ix fre- ^ comparison of these two different .systems, and attempt 
made he- balance the advantages and di.sadvantagt!S of each. 
tween di- We think, however, that it is impossible fairly to make 

'imlireet **'’*^h a Comparison, and the attempt may possibly lead to 
taxation, mischicvous results. For instance, if it csui be .shown that 
direct taxation is more in accordance with Adam Smith’s 
four rules than indirect taxation, the proposition is at 
once propounded that the whole revenue of the State 
ought to be raised by direct taxation. Some of the evil 
consecpiences which would be produced if such a proposal 
i were carried into practical effect have been explained in 
• .S'ueA this chapter. Direct and indirect taxation arc both re- 
(jeneral spectively accompanied by certain defects and inecnialities 
ton* are which Can only be partially remedied. It is impossible 
futile. to decide with certainty, whether the defect which may 
belong to a direct tax is comparatively of greater moment 
thah another defect which may be inseparably connected 
with a tax on a commodity. Thus an income-tax may 
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resisouably objected to on two distinct grounds; in the 
first place, it taxes savings, and therefore, discourages the 
accumulation of capital; in the second place, it cannot b(5 
accurately assessed with regju-d to certain classes of in¬ 
comes. All taxes on comniodit.ies arc, howiu-er, subject (.o 
certain imperfections which are peculiar to this particular 
kind of taxation. Thus a tax on a commodity can he 
seldom made ad mloreni, and therefore such a commodity 
as the tea which is purchased by a ])oor man, is far more 
highly taxed than the tea which is purcitased by the rich. 
What test, therefore, will dechh; whether the imKpiality 
consequent upon the diftlculty of making taxes on com¬ 
modities ad valorem, is of more scuions moment than 
the discmxragement which axi income-tax places on the 
accumulation of capital I 

It should, moreover, bo remembered that some particidar 
section in the community must suffer a .special injury^ if 
th<! incidence of a tax is uno(|ua.l and unfair. lne([ualitv 
of ta.xation really signifies that a tax takes an undue 
amount from some one class; it is, llu'refore, evident that 
all the particidar deficts which belong to each tax would 
be intensified, and would produce a concmitration of in- 
eipiality with regard to some one cla.ss of tln^ (ximmuiuty, 
if any tax should be so greatly increased t.hat fi large part, 
of the revenue should be raised by it. .For instance, the j 
advocates of direct taxation would repeal most of tim ex- j 
Isting taxes on commodities, and would substitute an in-1 
come-tax in their plac-e. An income-tax of 4s'. in the 1 
pound would thus be probably required, and such a tax j 
could not be raised without increasing t,he evil con,so- j 
ipiences of an income-tax in a far greater ratio than the | 
increase in the amount of the tax. Thus it is probable i 
that our present income-tax does not to any serious extent! 
discourage the accumulation of capital. But an increase | 
of the income-tax to 4.9. in the pound would so powi'rfully j 
check the accumulation of capital, that the ))roduction of j 
wealth would be greatly diminished, and the amount 1 
spent in wages would also be so much decreased, tliat the j 
wages of the labourewa would be considerably reduced.' 
Again, if the chief part of the revenue of the State were | 
smsed by an income-tax, the inequality of taxation would 
plu greater than any existing at the present time, since 
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BOOK IV., certain classes, such as traders and manufacturers, can 
CH. m. escape a portion of the tax without much fear of detection. 
Hence it seems it would he unwise to obtain the revenue 
of a country exclusively by either direct or indirect 
taxation. 

Should Before concluding these remarks on the general priiici- 

Uiipoted taxation, it wilt be well to refei- to the questioi; 

with the whethesr or not it is desirable to maintain taxes with tht 
ohjeet of object of reducing debt. Reference has already been made 
dehn'’ ’'^ (wde p. 142) to the esxtent to which the national debts oi 
most Eeiropean countries have increased .since liS,5(). There 
has also been a great increase in the debt of India during 
the same period. The civil war in America led to the 
creation in 4 years of a (hsbt of no less than i).oG,000,000i. 
this debt has been reduced in little more than 20 years t( 
270,000,OOOi. In 1848 the national debt of England ex 
ceeded by 74,000,000^. the national debts of all Europeai 
countries put together'. Until (piite reccmtly no seriou: 
effort has been made to reduce the debt of England, am 
at the clo.se of the Crimean war in 18,5o, her dc'.bt wai 
884,000,000/., or only about (16,000,000/. less than it was a 
the conclusion of the wars wi(h Napoheon in 1815. 

'J'Jte The plan which has now been for some time in operatio: 

u^mdin England for th(5 reduction of the debt, is to devote 
England certain sum each yv.ar for the conversion of perpetual int 

for re- terminable annuities. Thus since 1877“ the annual charg 

d'ebl^^ for the interest on the debt has been taken at 28,000,000 
If 28,000,000/. is e.ach year set aside for paymemt of ir 
tercst on, and reduction of debt, it is obvious that th 
amount available for the reduction of debt will each yes 
increase. [In 1888 a bill was passed retaining thi 
28,000,000/. a year as a permanent charge for payment c 
interest and reduction of debt, and also providing for th 
creation of a series of terminable annuities which, it : 
expected in 20 years’ time from the passing of the Act, i.< 
in 1903, will cancel iis much as 178,000,000/. of the deb 
At the date of the passing of this Act, the total amount < 
the debt was 766,000,000/.; the amount on Slst Marc 
1887 was 736,000,000/. In the spring of 1888, J/ 
Go.schen carried through Parliament a measure for tk 

' See National Debt*, by the late B. Dudley Baxter, p. 77. 

[An exception was made in the Budget of 1887.] 
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reduction of the interest payablt; on the national debt. If, 
therefore, the fixed charge of 28,000,OOOi. a year is re¬ 
tained for payment of interest and reduction of debt, a 
very rapid increase will take place in the process of 
extinguishing debt.] It is obvious that if the; .subjtad. is 
regarded purely as on(! of arithmetic, it can make no dif¬ 
ference, so far as tlu) ultimate reduction of debt is con¬ 
cerned, whether a surplus is applk'd to the immediate 
cancelling of debt or whether it is used in the (xuiversiou 
of perpetual into terminable annuities. 'Pherc is, no doubt, 
one objection that niay be urged against t.he adoption of 
the latter co\irse. If, during the time that, the conversion 
into terminable annuities is taking ])lacc, it bec^oines 
necessary to borrow, th(ui the (iioverument is placed in 
the position of borrowing ruoin^y with one hand while it is 
paying off debt with tin; other; and thus the evils of the 
old sinking fund are rtwivcfl. 'Phis plan of borrowing to 
pay off debt constituted tlie inluirent defect ol' Mr Pitt’s 
well known .sinking fund. At that time lh(\ normal (!on- 
dition of the cotmtry was (nie of borrowing, and conse- 
(piently the only effect of keejung such a fund in o})era- 
tion was to increase the amount of tin; loans that had 
annually to be raised. If before llus 1,('rminable annuitic.’s 
lapse, it becomes necessary to borrow, either for a war or! 
for any other purpose, the reductioTi of tin; debt is for the ; 
time suspended. As, however, the [iresent finamual con- j 
dition of England is such that the regular rccurreiuie of] 
a surplus may be reasonably anticip.ated, it no doubt I 
becomes more easy to devote this surplus to the reduction ; 
of debt when it is allocated to this object, than if the i 
appropriation of the surplus were an open (juestion year 1 
after year. j 

It is often urged as an objection to the reduction of debt 
that the money devoted to this purpose would be more 
beneficially applied if it were employed in the remission of 
taxation. It is sometimes said that it ought to b(; loft to 
“fructify in the pockets of the people.” The (piestion of 
the extent to wljich a co\mtry ought to reduce debt should 
obviously be determined by circumstances. If the financial 
condition of a country is such that, in order to provide for 
the reduction of debt, it is necessary to maintain taxes 
which seriously impede industry or are exceptionally bur- 


BOOK IV. 
*cn. III, 



576 Manual of Political Economy. 

derisome to the people, the case for the redtiction of debt 
much less strong than if no taxes need be imposed whi; 
materially intert’ere with the industrial development of t: 
country. At the present time the financial condition 
England is siich that it cannot with any reason be urg< 
that an effort should not be made to reduce her nation 
debt. Although we may justly feel every confidence 
the continued progress of the country, yet posterity im 
have to contend with difficulties which we have not 
encounter; and at the ])resent time, with the single e. 
ception of the duty on tea and coffee, no tax is impose 
upon any article which can be considered a nece.ssii; 
of life. 




CHAPTER IV. 


ON THE LANU-TAX. 

W E |)ro]K)se to disciiss t.h(3 land-tax in a separate hook iv. 

chapter, becaus(t in some jvsiieets tliis tax differs . iv- . 
in its incidom;!! from all others. Peculiar 

'I’he Land-tax ])ossi!sses a sj)ecial, practical importance nature of a 
at the present, time, for although it yiedds a very insigni- 
ficaut portion of the revenue of this country, yet a large | luueeof 
part of the revenue of our groal<;si di^poideney, India, i H'r land- 
is pi-oviiled bv thi^ taxes which are impo.sed upon land. ! 

1 tu; nature and niculenee ut tin; land-tax will be clearly' 
understood, by considering the mode in which the do- | 
minion of Groat Britain was establi.shed in India. The j 
British traders who first settled in that country found it i 
governed by a great number of rulers, who owned the soil, | 
and derived their revenue by making their subje(ds pa\ I 
a rent or tax for permi.ssion to cultivate the land. The ' 
tlomiuions of the.se native rulers were obtained by the , 

English, eitluT by annexation, or by con<[nest; and, couse- 
(jucntly, our Government gradually becanu! possessed of a . 
great portion of the soil of India, and could exercise over , 
it the same rights of pro|)t.‘rty as tiiose which an English , 
landlord exercises over his own estate. The Government; 
in India takes the place, of individual landlords, and the ^ 
cultivators of the soil u nt their land from the (lovernment 1 The. land- 
instead of from private landowners. It, therefore, a))])ears i tar^i^sojtm 
that there is no real, but simply a nominal distinction be-; ‘,^t>n-eot' 
tween a land-tax ^nd rent, for in a previous chaj)ter it was ' rent. 
shown that rent is the price which is paid for the use of an , 
appropriated natural monopoly. If land has been appro- ' 
printed by the Government, then the price paid for the 
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use of this appropriated natural monopoly is received b 
the Government, and is termed a land-tax. If, howovei 
the price is paid to a private individual, then it is terme 
rent. 

From these considerations it is evident that, as far z 
the cultivators of the soil are concerned, it can be a matte 
of no conse(jucnce whatever to them, whether they pay 
land-tax to the Government, or whether they pay rent t 
private landowners. Hence a land-tax is no burden upo 
the cultivator, nor does this impost cause any loss to th 
rest of the community. It, therefore, follows that a lane 
tax, as long as it does not, exceed a I’ack-reut, cannot ii 
crease the price of pi-oducts raised from th<; land ; for tho.‘ 
who grow the products would not sell them cheaper 
they paid rent to a private! landlord, instciad of paying tb 
same amount to the Governmetit in the form of a land-ta 
A land-tax coeiseejueutly difl’ers from all other taxes, for 
possesses the excellent (juality of providing a lai’gerevem 
for the State without diminishing the wealth of the con 
munity. Those, th(!refore, are eompleteely in error, wl 
(|Uote the aggregate amount of taxation whiith is raised : 
India, in onler to prove how heavily l.he ])ooy)le of th; 
country are taxed. At least 20,000,000^ per annum 
obtained in India by the land-tax; but it would be ; 
unreasonable to consider this amount as a burden la: 
upon the people, as it would bo to consider that the who 
rent which is paid to English landlords in this country 
an impost levied upon the cultivators of the soil. 

It is, however, (juito possible that a land-tax may oxce< 
a rack-rent in amount, and the tax would, in this caf 
increase the price of agricxdtural produce. Suppose, 
an example, that our Government should arbitrarily ta: 
possession of all the landed property of this country. T1 
English farmer would then rent his land from the Stal 
and not from private individuals; the position of the cub 
vator would manifestly be unaffected by this appropri 
tion of property if rents were determined then, as now, 1 
competition. The same rack-rent would, in fact, bo pa 
by the farmers, and the price of agricultural produce ne; 
in no way be influenced by such a transfer of proper! 
But let us inquire what would occur if the Govemme 
resolved to levy a greater rent, in the form of land-te 
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than the rack-rent which the cultivator previously paid. I 
Let it, for instance, be assumed that the Government levies 
SOOi. a year in land-tax lV(jm a farme.r whose nuit had 
been previously iOQl. a year. It will l)e remi^robei'eil 
that a rack-rent is the price which is paid for the use of 
land when rents are determined by <;ompetition. Since, 
therefore, free competition of (!apit.-vl is su|iposed to exist, 
the farmer, after paying a rent of iOOL a year, will r(ialise 
on the average of ycai-s thi; ordinary rate of profit upon 
his labour and capital. The extra 100/. a year which it 
is assumed the Government levies from hitn, he cannot 
afford to pay; or, in other words, the ]jaymeut of this 
additional sum will prevent him realising the ordinary 
rate of jjrofit upon his labour and capital, unless he 
is compensated by a rise in tlu', price of agi’icultural 
jnoduee. No class of traders will, however, cmitinue an 
occupation if it is ].tcrmanently less profitable than other 
branches of industry ; luaice, it is impossible for a land-tax 
to exceed a rack-rent in amount without, producing a rise 
i)i the price of agruniltural produce. It, tluirefore, follows 
that all that portion (jf a land-tax whif-li exceeds ti rack- 
rent ill amount is really cotitributed by the consumers of 
agricultural produce, since the price of such produce is 
increased. 

Other considerations show that when ti land-tax exceeds 
a rack-rent in amount, a counteracting influence is brought 
in (:0 operation which diminishes the aggregate revenue 
which the land-tax yields. For it is evident that the im¬ 
portation of agricultural produce will be encouraged, if th(' 
price of such produce is artificially raised in the home- 
market by an excessive land-tax. But if an inci’oased 
amount of produce is imported, a diminished quantity of 
produce will be grown in the country itself. Directly, 
therefore, a land-tax is greater in amount than a rack-rent, 
uidess the increase in the tax is accompanied by restric¬ 
tions upon importation, a tendency is exerted to throw 
land out of cultivation. This tendency will continue if the 
land-tax is increoifsed, and thus the area of land from which 
the tax can be levied will be gradually restricted. 

The land-tax which exists in our own country forms only 
a very small part of the rent which is paid to private land¬ 
lords. Such a tax should properly be considered to denote 

00 2 


V) 0 K rv. 
cn. IV. 


A land-to.r 
which Civ- 
cccdx a 
rack-rent 
(ends to 
throw the 
soil out of 
cidtiva- 
tiov. 


The land’ 
tax in 
England 
only lie- 




580 Mavual of Political Economy. 

that the State has reserved a small pecuniary share in the 
owiKjrship of the soil. The relative value of the shares 
which the landowner and the State respectively possess 
WHS very different formerly to what it is now. The land- 
tax in our own country was long since commuted for a 
fix(‘d money payment, and the tax consecpiently did not 
increase with the enonuous advance in the value of 
lauded property. As far as the cxiltivator is concerned, it 
makes no difference whether he pays the land-tax or not, 

I becaus(' if it is arranged that the tax should be levied 
I from him he manifestly pays so much less rent to the 
; landloi'd. As before said, such a land-tax as that which 
' exists in England merely denotes the fact, that the State 
: poss(isst's a certain pecuniary interest in the soil; and it is, 

' therefore, evident that both the profits of the cultivator 
I and th(i price of agricultural |)roduce must be the same 
whether the land-tax exists or not; or, in other words, 
vyhether the State has, or has not, reserved for itself a 
; certain right of ])roperty in the soil. It would, therefore, 

I have been a fortunate circumstance for the nation if the 
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i land-tax in this country were greater in amount than it is 
Alt ami- j at the present time. It would now, however, be an unjust 
\ confiscation of pro|)oi-ty to increase the land-tax; such an 
'laml-uij- i augmentation of the tax would be jiaid entirely from the 
now iroiihl ! rout of landowners, and would, therefore, be as indefensible 
ItmT "" ether impost levied upon one special class. But 

hohletK. if would have been a boon to the tax-paying community 
if, when the land-tax was first imposed, its amount had 
been fixed, noi, at a certain sum of money, but at a 
certain delinite projiortion of the value of the land. If 
this ari’augement had been adopted, the amount which 
the land-tax yields to the revenue would have been con¬ 
stantly augmented in proportion to the increase in the 
value of the land; the amount of revenue thus raised, 
though constantly augmenting, would be felt as a burden 
by no class, because the land-tax is, as it were, spon¬ 
taneously jmivided by the appropriation of a natural 
monopoly; therefore the tax would yield a larger revenue 
as the value of this monopoly increases. 

Tithe.! are : The tithe which exists in this country is essentially a 
to’aTent^ j land-tax, and was originally equivalent in value, as its’ 
charge. . name implies, to one-tenth part of the produce of the 
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land. The tithe haa not been usually termed a land- 1 iv. 
tax, because it wa.s originally appropriated to religious j . - 

purposes, and consequently did not form a. part of the 
general revenue of the State. Only a portion of the tithes i 
in this country has, since tin.' Reformation, served as a ; 
religious endowment, for tithes are now ofti'ii })ossessed , 
by private individuals like any other kind of propi'rt}’. ; 

A tithe is in fact a nait-charge upon landed jjroperty, 
and this rent-charge is fre(piently not. j»oss(.'ssed by the j 
owner of tlie land. As far as the cultivator is con- : 
ccriu^d, it manifc.'stly can be a. matter of no e<.)nseque,nce 
whe.ther such a rent-charge does or does not exist. Tf t.lu' ' 
land which ho ladtivates is tithe-free, tin' whole amount 
which he pays for tlu' use' of it will be riiganled as rent; 
if, however, the land should be subject to a tithe, the ' 
amount which the cultivator pays for the usi^ of the 
land W'ill be the same as it would be if the land W'ere 
tithe-free; but the whole of this amount will mr longiw 
be considered as rent, for it will Ix' .shared between tlu' 


landowner and the I itlu'-propruitor. 

Th(' titlu.', like the land-tax, would Ix' now very insig- 
niticant in amount., if it. had been originally omniuted at 
a fixed money pa.ymcTil.. Previous to the Pit he (Manmuta- 
tion Act, which was pa.s.s(',d in 1S;17, the titim was assessed 
as nearly as possibU' upon the prineiple ef making it. ('(]ui- 
vakait in value to one-tenth of the pnxlace, of the land; 
the tithe consequently incn'.ased as the value of landed 
property inenjased, for the tithe woidd imuiilestly be aug¬ 
mented if th(i productiveiu'ss of land inen'ased, or if the , 
vahu' of agriculturfil ])roduce advanced. Tiu' main object; 
of the Tithe Commutation Act was to facilitate tht; assess- 
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ment of the tithe, and the amount which is now annually ! 
paid as tithe is determined by the average price ol' coni j 
during the previous seven years. It is ipiite pos.siblc that 1 It may he 
tithe-proprietors may be ultimately injured by this com-' 
mutation. The amount at which the tithe is laiw assessed i totithe- 
being solely determined by the price of corn, it is evidi.'iit proprie- 
that the tithe-proprietor is not benefited by a rise in the 
price of stock. *[n this work the opinion has been fre¬ 
quently expressed that stock is destined to become re¬ 
latively much dearer than corn, because stock must be 
always difficult to import, whereas the area from which 
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com is obtained is rapidly extending. A tithe, therefore, 
constantly rejiresents in value a smaller proportion of the 
whole value of the produce raised from the land, if the 
amount at which the tithe is assessed is not influenced by 
the rise in the value of stock, but is solely determined by 
the price of corn. 

A tithe-proprietor under l.he present commutation 
derives no benefit from the iuereased productiveness of 
land. Improved methods ol' tillage may double the', 
produce which is raised from a farm, and yet the tithe 
I paid upon it will not be increased, unless there is a rise 
I in the jiriee of corn. It was no iloubt with great force 
I urgcid by the promotesrs of the titlie commutation, that a 
tithe-proprietor ought not to share with the landowner 
the additional produce which results from superior agri¬ 
culture. It was, for instance', maintained that the land is 
rende'red more productive by the expemditure' of capital 
upon it, and it would be unfair that the tithe-proprietor 
should be benefited by an outlay of cayiital which has 
been entirely contributed by the landowner. It was, more¬ 
over, argued that the admi.ssion of this claim on the part 
of a tithe-proprietor might scsriou.sly impede agricidtural 
1 improvements, since landowners would be reluctant to 
I invest capital if others were to share with them in the 
' advantages of the outlay. 



CHAPTER V. 


THK POOH LAW AND ITS INPU'ENCF, ON PAirPERlSM. 


I N atk'tnpting to (k'serilu' the. iiifiiicncc which the English 
Poor Law lias exorcist'd iifion Paiijiori.siu, it will ho do- 
sirahh' in tho first placi? to giv(‘ a hrhd’ riwiow ot tho oir- 
cumstancos which have led to thi' ostahlislnnont of our 
existing system of Pooi‘ Tjaw ivliof. In order to make the 
subject as clear as possible, it is necessary to distinguish be¬ 
tween the, two modes in which relief to th(‘ ])oor is granted. 
In the first place, ndief may assume the form of almsgiving 
or charity ; or sccomUy, the funds disliibuteil amongst the 
poor may be adininistiTcd by the Static ami be obtained 
through the ordinary channels of either inijierial or local 
taxation. In this latter case a country is said to have a 
Poor Law. In England there was not any rc'al Poor Law 
until the reign of Elizabeth. And until as recentl}' as 
1888 the relief of the jioor in Ireland was not organisinl 
by the State; it was rather left to the uncc'rtain chances 
of voluntar)" charity. 

The causes which led to the. gnwlual establishment of a 
Poor Law in England may be readily traced. As long a.s 
the relief of the poor was left to individual, and conse¬ 
quently unorganized, effoi'ts it is obvious that many mis¬ 
chievous results would be sure to ensue. Indiscriminate 
almsgiving always in the end demoralises those whom it 
is intended to benefit, and intensifies tlu! e\»l which it 
seeks to alleviate. T'hose evidently obtain the largc‘st 
share of private charity who can excite in others the 
strongest sympathy for their sufferings. IVbmdicaucy thus 
becomes a profession in which the great(!st success is often 
secured by the least deserving. Mendicancy and vagrancy 
grew to such serious proportions in this country, that it 
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was attempted to regulate them in numerous Acts of 
Parliament. Throughout the various statutes which were 
passed for this purpose one leading idea, based on prin¬ 
ciples which were incontestably sound, can generally be 
traced. Parliament showed the utmost care to indicate 
th(j broad fundamental distinction which exists between 
voluntary and involuntary poverty ; various local autho¬ 
rities were enjoined to treat with sympathy and liberality 
all whose pfwc'rty was involuntary; a severe measure of 
justice was, however, meted out to voluntary meudicancy. 
An able-bodied man who preferred to beg rather than to 
work excited inten.se indignation in the legislature of 
those days. Such a one was in sundry Acts t)f Parlia¬ 
ment of llichard II. and in succeeding reigns termed a 
“.sturdy vagabond’’ and “a valiant beggar’’. In one of 
these statutes it was decreed that if an able-bodied beggar 
were detected ap[)!ying for ndiel' when work was to be had, 
he was for the tirsti offence to be whi]>])ed; for the second 
ofbmce one of his ears was to be cropped ; and if he 
ofV(.!uded a third tiim- he was to be hanged as an enemy 
to the commonwealth. The purposes of these Acts was 
defeated by thidr extreme severity ; such j)e,nalties were 
too harsh to be generally inflicted. Mendicancy and 
vagrancy went on increasing in .sjtite of the (ifforts of the 
legislature to chock them ; the evil at length bocauko so 
threatening to f he wdl-bcing of the country that the 
necos.sity of adopting a different policy became generally 
recognised. In consetpience of the sujkpression at the time 
of the Reformation of the monasteries and religious houses 
which had been centres of almsgiving and general relief, the. 
attention of the Legislature was the.u partictilarly directed to 
the condition of the poor; and in the reign of Henry VTII. 
two statutes were passed in which may be detected the 
germs of the celebrated Act of Elizabeth, from which our 
Poor Law .system f)riginated. These Acts of Henry VIII. 
not only rendered each locality responsible for the suppoil; 
of its own poor, but also attempted the extremely luseful 
work of regulating the giving of alnis.^ The impotent 
poor were to be .sent to the place where 'they were born, 
and the local authorities were, under the pain of heavy 
penalties, enjoined to treat them with kindness and libe-. 
rality. With regard to the able-bodied or voluntary 
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paupers, a very different policy was to be adopted; work i''- 

was to be provided for them, and if they did not accept it ^ > 

they were severely punished. Jhit the most iiuftortant 
provisions in these Acts were those which regulated alin.s- 
giving. All who desinsd to givci ndief to the ])oor were 
ordered to place their contributions in a common fund, 
which was distribut<><l by tln^ Bishop and clergy. If 
any one omitted to do this, and dispensed charity privately, 
he rendered himself liable to a penalty ecpial to ten times 
the amount which he had given away. 

The intentions of those vvhi> iraiiKM] these Acts were 
excellent; they evidimtly desired to creatt> a distinct line of 
demarcation between voluntary and iuvolunlary pauperism, 
and they not unreasonably hoped by discouraging indis¬ 
criminate almsgiving to diminish mendicancy and vagrancy. 

But from the severe cTiactunMils which w<'re snb.secpiently 
passed agcainst mt‘Tulj<ancy, it is evkhait (hat the wisi' 
intentions of these li'gislators were to a great e,.\(en( d(o 
feated. Tin'reason of their failure c.an l)e readily under¬ 
stood. Th(; distributors of the common fund had no ])ower 
to impose a rate, and thus obtain from individuals (anitiri- 
butions in proportion to tlu'ir means. This defect in the j tVir lOizu- 
law probably impres.sed itself 11 j)on Elizabeth and I”"'’'| «ir 
advisers, and as a natural conseipieinte, a remedy was i 
suggested which was embodied in the eehdirated Act 
y)assed in the 4drd year of her reign. 'I'he main ])rovisions 
of this Act may be brieffy described. It gave for the first 
time to every out' a legal right to claim relief In order 
to obtain the fund whi(di tlic' provision of this nfiief ne 
quirtid, local authorities w'cre (3mpowere.d (.0 im])ose a rate 
upon all such real property as land and Injuses; tin; able- 
bodied were by its ](rovisions com})elled to work as a con¬ 
dition of obtaining relicif; the cost, of maintaining able- 
bodied paupers was thrown upon any of their natural 
relations who could atford to bear the charge. The vVet 
also provided for the annual appointment in c«.ch j)arishof 
overseers, who w(!re responsible for the collection ol rates, 
and the administration of i-elief There is so lift Ic diff'erence 
in all important principles between tln.'se provisions and 
those which were embodh'd in the blew Poor Law of 1834, 
that it may at first sight seem difiicultto understand why this 
latter Act was over required. There probably never would | 
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have been any necessity for passing it had not the Poor 
Law of Elizabeth been most mischievously tampered with. 

It is obvious, from the description just given of its 
leading provisions, that one of the chief objects of its 
framers was to deal vigorously with voluntary pauperism. 
For 150 years this policy was continued with the happiest 
results. Mendicancy and vagrancy greatly diminished, 
and the restrictions imposed upon able-bodied paupers 
were regarded b}' them as so onerous that few, except the 
impotent poor, applied for relief Between the passing of 
the Act in IGOl and the time to which we refer, several 
amending statutes were iia.ssed; none of these, however, 
weakened, some of them materially stremgthened, the oii- 
ginal purpose of the Act. Tims in 1728, the ninth year 
of the reign of George I., a parish, or union of parishes, 
was empowered to build a workhouse, atid the offer of 
residc'iico in it, if not accepted, was a bar against relief 
This enabled local authorities to diminish or even alto¬ 
gether to abolish out-door relief There is rea.son to be¬ 
lieve that if the power thus conferred on local authorities 
had been more extensively takim advantage of, a vast pro¬ 
portion of the pauperism which has afflicted this country 
would never have existed. But unfortunately an entirely 
different policy was scxjii adopted by Parliament, and sanc¬ 
tioned by public opinion. It seems not improbable that 
this change of policy is to a groat extent to be attributed 
to the remarkable influence exercised by the Elizabethan 
Poor Law in diminishing pauperism. Frecpicnt reference 
is made by wr-iters of the period to the fact that about the 
middle of the last century there was less pauperism in 
England than in any other cemntry. It appeared at that 
time not unlikely that pauperism would in the course of 
a few years be almost exterminated. Unfortunately, how¬ 
ever, instead of persevering in a policy which had produced 
such happy results, the opinion began to prevail that, as 
there was comparatively so little pauperism, there would 
be no danger in administering parochial relief in what was 
supposed to be a more liberal and kind-hearted spirit. 
The stringent provisions of the Elizabethan Poor Law 
were gradually relinquished; out-door relief, instead of 
being discouraged, was directly fostered by various Acts 
of Parliament; a lax administration of the law became 
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general, and the result was that pauiierisin assumed such 
alarming proportions about the year 1882 as almost to 
threaten the country with natimial bankruptcy and per¬ 
manent ruin. 

It is evident that the change (»f policy just indicated was 
gradually glided into without (In; slightest appreciation of 
the conse(juenccs involved. 11, unfortunately hajtpeiied 
that the leniency and libcu ality in tlu! auiuijilsu ation of the 
Poor Law which, as previously nuuarked, were introduced 
about the middle of tlu! last cc.'uhiry, were ehietly shown 
in granting out-door relief on more easy terms to able- 
bodied paupers. T3y an Act passed in 1707, tlie 7th year 
of (.Jeorgo ill., guardians won' ajipointed to protect the 
poor against the parsimony of o\'erseei-s and other parish 
officens. Pifteeii years later, by what is known as Gilbert’s 
Act, most of the valuable safeguards in the old Poor Law 
were imtirely swept away. I’he w<) 2 'khou.s(' was no longer 
to be us<‘d as a U'st of voluntary ])auperism, for by this 
Act the able-bodied were not obliged to enter it; the 
guai’dians weie ordered to find work for all able-bodie(l 
applicants near t.heir own honie.s, and to make up out of 
the rates any defie.ie.ney in wages. The same fatal tM)licy 
was continued, and was brought to a elima.x in \ 

when, by a statute kuowm as Kasi’s Act, the workhous(G X «/t<ar- 
test, imposed by the Act of George !., was altogether | «Her «;/«- 
removed. Aftxu' the jiassing of this Act, no one, not ewn 
an able-bodie<l laboiirer, was called u])on to emter th(! 
workhouse, and jusl.ioss were empowered to make money icd./t's. 
grants to people at their own honu's. ! 

The extent to winch the industrial classes were demo- | Uuimnu 
ralized by those relaxations of the.; Poor Law soon beeann) j 
only too evident. The most pernicious inliin'.nce was 
exerted, not (.uily upon the jwor, but also upon their cm- coumiif- 
ployers; every agency which could most i»owerfully pro- 
mote pauperism had been brought in operation ; men wore ^,1,*,I)" 
virtually told that no amount of rticklessness, self-indul¬ 
gence, or improvidence would in the slightest degree affect 
their claim to be maintained at other peo]>le’s expense. If 
they married when they had no reasonable^ chance of being 
able to maintain a family, they were treated as if they had 
erformed a meritorious act, for the more children they 
ad, the greater was the amount of relief they obtained ' 
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All th« most evidout toacliiiigs of common sense were 
completely set at nought; labour was bribed to remain in 
localities where it was not wanted; and it was prevented 
passing to those districts where there was a demand for 
it. Thus if wages in any parish were below what it 
was tliought would provide! a reasonable maintenance, the 
local autlmrities weerc emipowereel to grant an allowance in 
aid e)f wages. These evils we*re aggravateel by various en¬ 
actments known unelcr the geneiral name of the Laws of 
Settlement, which were jeassed with <1 view eef hindering 
liibemrers from lei.iving the localities in which they were 
born, 'riie allowance' system and the Law of Settlement, 
though acting in very differciiit ways, combined to impede 
the natural How of labour. Howevi!!- great a surplus of 
labour there might be iii any locality, the employed had no 
inducement to leave it, as long as their wages Avere made 
up to the av('rage amount by grants from the rates. Th(! 
emphjyer, not caring alKJut or nnderstatiding ult(;rior con- 
si'(]uenc(is, was apparc!ntly interested in keeping a supply 
of surplus labour about him; it produced a low rate of 
wages, and he wa.s virtually able to put his hand into th(! 
pockets of the neighbouring rat(!payers to make up the 
dehciency to thos(! whom h(! employed. The Law of Set¬ 
tlement placed such imjaxliments in the way of a labourer 
passing from one district to another, that to a gn.-at e.xtent 
men were constrained to seek employment only in the 
l)laco of their birth. Few enactments have ever produced 
more wid(!-.spread mischief Adam Smith, in the Wealth of 
Notions, says that probably in bis time there was scarcely 
an artisan of forty-five years of ago who had not at one 
period or another suffered some grievous wrong from the 
Law' of Settlement. 

By the joint operation of all the baneful influences just 
described, a most alarming demoralization was produced. 
The extent to which it affected not only the employed, 
but also the •employers, was brought to light by the search¬ 
ing investigations of the Royal Commission which was ap¬ 
pointed in 1832 to inquire into the Poor Laws. Amongst 
the Commissioners were some leading puKlic men, and all 
their arrangements seem to have been devised with the 
object of making their examination of the subject as accu¬ 
rate and scrutinizing as possible. Assistant Commissioners 
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were appointed not only personally to visit, and take evi- »ook iv. 
dence in different parts of England, knt they wc're sent to * . 

foreign countries in order that they niiglit in(|uire into the i 
various modes of administering relief t.o tlie poor. Tin: i 
evils of our Poor Law system were so fully unfolded that ] 
the necessity for some radical reform heeame generally | 
recognised. After having lo contend with much opposition 
from those who su])posed tliemselves to he iuteresti'd in ! 
the abuses of the old system, an Act was jtassed in 1 X;14< i 
which has continued without much alteration U|) to the i 
present time. This Act is getu'rally known as the New rcMitiul in 
Poor Law; and before describing its more important pro- ^ 

visions it will bo usefid to recount some facts which were 
brought to light by the Royal t'ommission of 18:12. All '« is.tt. 
the general objections which liave been urged against the 
relaxation of the checks ujxai v<dunt:uy ])a.u|)erism were 
strikingly'corroborated by spt!ci(ic facts. In some districts 
out-door relief was granted to the able-bodied upon so 
liberal a sciile that pauperism bee.ime a va-ry remunerative 
employment. (.)ne of the iVssislant (.’onnnis.aioners who l<'aetH dis- 
visited East bourne found that nanners wIkj woiked were 

■ , , , 1 , . 1 1 I d'lni nil the 

jiaid at the rate oI Kw. a week, whcic.as the average wages 
in the district wei'c mdy 12.s'. a vvt'ck. The inferiority of intituled 
iJio independent workman's pecuniary position was so no- 
torious that this (lommissioner actually heard two women ; 
complain that their husbands would not better their lot, 
by becoming paupers. In North Devonshire and in many 
other ])arts of England so large an allowance was granted 
for each additional child that was born, that, the nn re 
numerous a man’s family was, the bettcj' his circum¬ 
stances became, and in this way an artiticial stimulus was I 
given to population. The habits of improvidence which 
were thus fostered produced evils which could not be .al 
once removed. A father cannot be improvident without 
teaching a lesson of improvidence to his children. Mori;- 
over, when there is a surplus ))opulatiun, the,labourer can 
only secure minimum remuneraldon for his labour, or in The had 
other words he simply receives subsistence wages. It can, 
thei-efore, causb no surprise that in m.any localities where Poor Law 
the abuses of the old Poor Law' wu're most rife, we lind are nun 
that the supply of labour is still so much in excess of the j,”' 
demand that agricultural labourers until guito recently tricte. 
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often received not more than 9s. or 10s. a week, and now 
only obtain 12s. a week. Other influences of a stil| more 
demoralizing kind were brought into operation under the 
old Poor Law to stimulate an increase of population. A 
woman obtained from the parish a larger allowance for 
an illegitimate than for a legitimate child. The fathers of 
illegitimate (diildren wi're also encouraged in a life of im¬ 
morality by being free from all pecuniary liability to afford 
them maintenance. Can it excite surprise that from such 
a system wc'. should have had handed down to us an inhe¬ 
ritance of vice and povei’ty ? 

Tlu! .subject jiresimts ecjually melancholy aspects from 
whatever point it. is viewed. Pauperism often came to be 
regarded as a paying profession which was followed by 
successive generations of the same family. Thus the Com¬ 
missioners tell us of thro(! generations of th(! same; family 
simultaneously receiving relief; and the amount they drew 
from the parish exceeded 100/. per annum. As a natural 
conseipience of the parish authorities being enjoined to find 
\vork at remunerative wages for all their poor, the feeling 
soon became general that paupc^rism was no disgrace, and 
that the allowance which was obtained from the parish was 
just as much tin; rightful property of tho.se who received it, 
as the wages of ordinary industry. Indolence was thus 
directly encouraged, and a spirit of lawlessness and discon¬ 
tent resulted. Although 1882 was a year of plenty, when 
bread and other provisions wt'.re cheap, yet at this time 
many of the rural districts were in a very disturbed state; 
riots and incendiary fires were of common occurrence, and 
the Commi.s.sioners proved that these outbursts of popular 
discontent were most fretpient in those localities where the 
Poor Law had been administered with the greatest laxity. 
The co.st of pauperism grew constantly greater; rates 
so rapidly increased that it became evident they would 
soon ab.sorb the whole fund from which they were provided. 
In some districts the rates absorbed more than remained of 
the produce of the soil, after all the expenses of cultivation 
had been paid. The Commissioners tell us that many 
farms were given up, that several of the clergy relinciuished 
their glebes, and that much fertile land was thrown out of 
tillage. They mention one parish, Cholesbury, Berkshire, 
in which the whole land was offered to the assembled 
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paupers, but they refused it, saying they would rather con¬ 
tinue on the old system. Such a case may appear in¬ 
credible, could it not be eorroboriited by much similar evi¬ 
dence. The Commis.sionera ascertained that a gentleman 
who cultivated his own estate of about oOO acres, at Shel- 
fbrd, near Cambridge, annually ])aid in i/oor rates 2.50/.; 
the land to rca/t was worth about, 1/. per acre; the nates 
consequently absorbed half the letting value of the farm. 
But great as was th(! charge thus imposed, it by no means 
represented the entire burden of paujjerism. At Shelford, 
as in many other localities, it was the j/raotic/* to allot the 
able-bodied j/aupers to different farmers; eiich farmer was 
consequently obliged to enqiloy a number of paup/ms in 
proportion to the ext/mt of his holding, whether he required 
their labour or Tiot. Th(! g/mtieman to whom reference has I 
Just been made, proved th.at so ninch of tlu' labour thus | 
imposed uj)on him was of no use whatever, that it caused | 
him an annual loss of at least 100/. a year. 1’he whole 1 
annual cost of paiip/'rism on this farm of .500 acres w.as ; 
therefore 850/. Jf rates had gone on inereasing for a few ' 
years as they werc^ at the lime the New Poor Law was j 
introduc/id, it is evident that this annual chaig<>. of 850/. i 
would soon have grown into more than 500/.; tliis would I 
have represented a higher rent tiian tlie land was able to j 
boar, !ind cons(!quently there would have l/een no other 
alternative thati to have thrown it out of cultivation. When ; 
it is remembered that this was by no means an exceptional ■ 
case, but might on the coutr/iry he regardeil as typical of! 
the coiulition of a large part of the /country, it at once ; 
becomes manifest th.at England was at I hat time threatened 1 
with ruin. ; 

It has just been seen that a most onerous tax was 
inflicted upon employers by the j/lau of allotting to them a 
certain amount of pauper labour; this was, howevt'r, by no 
means the greatest evil of the system. Evidence was re¬ 
peatedly given that farmei-s and others w»re so much 
burdened with this pauper labour, th.at in order tt) make 
room for it they were often obliged to dismiss valued work¬ 
men. A farmer near Royston told the (.'ommissioners that 
he tried hard to retain two excellent workmen who had 
been long in his employment, but at length he was obliged 
to dismiss them in consequence of so many pauper labourers 
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being forced upon bjra. He also said, referring to the two 
paupers who took the place of the workmen he so reluct¬ 
antly dismissed, that one of them turned out tt) be a 
dangerous thief, and the other an habitual drunkard. Even 
j when they were not paid high wages, the labour of paupers 
! was myst costly; it was reluctantly given; it was unskilled, 

I and they had to. be worked in gangs in order that they 
might be the more effeetually 'Watched. Pauper labour 
had in fact many of the economic defects of slave labour. 
This painful recital of the ignorance, folly and injustice of 
the old Poor Ijaw and the demoralization and degradation 
that n'sulted, has been by no means exhausted; but enough 
Inis been said to enable us to understand the nature of the 
more prominent abuses which needed to be reformed at the 
I time when the New Poor Ljiw was passtsP. An ex])lana- 
: tion of the leading provisions of this Act, and an inquiry 
into its effects, will enable us to understand in what re¬ 
spects it has failed and in what it has succeeded. Having 
: made this explanation, we shall be in a po.sition to appri!- 
ciate the reforms which are still re(|uired. 

, We have thought it di-sirable thus to describe in con- 
i siderable detail the iwils connected with the old Poor Law, 

I because it may at any time hajipen that a dcsii'e to free 
I the New Poor Law from what many still regard as its 
j harsher features, may bring into active operation many of 
j the mischievous agimcies associated with the old system. 

! We have also thought it desirable to adopt this course, 

I because a knowledge of the state of things which formerly 
: prevailed will place ns in a better position to understand 
the nature of the changes introduced by the New Poor Law. 
It has already been remarked that there is little difference 
in any fundamental principle between the Elizajbethan 
Poor Law of IfiOI and the New Poor Law of 1834. The 
gradual relaxation of all the salutary restrictions upon 
voluntary pauperism contained in the former Act, as well 
; as many gijive abuses of administration, rendered new 
legislation absolutely necessary. By the New Act, the 

' This short historical sketch of the Poor Law is taken from a course 
of lectures I delivered at Cambridge some years sinbe, which were pub- 
lished under the title of Paitperiem, its Causes and liemediea. This book 
is now out of print. Many of the facts here mentioned and much othef 
' valuable information are to be found in an able article on the Poor Iiuw 
j by Mr George Coode in the 8th edition of the Encyclopedia Ilrilannica. 
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workhouse test was again' revived, tbe plan of granting 
allowances in aid of wages was abolished, the appoiutmejjt 
of paid overseers was providu'd for, and an official audit of 
accounts was secured. Illegitiniacy was to soiije di^giee 
checked by making the father resj)onsible tor the support 
of the child, instead C)f rewai-diug the motlier, and freeing 
the father from pecuniary liability, as was the case under 
the old system. The LaVs of Settlement were rendered 
somewhat less burdensome to the labourer; formerly it was 
easy to obtain a settlement in a parish either by occupatioii 
or by residence; it was 7u>vv made much nion* difficult to 
do so; con.so(piently there was le.ss reason to jn’event new 
comers locating themselves in a jjarish, and the migration 
’ of labour was somewhat less seriously impeded. By far 
the most important improvement., however, effected by the 
New Poor Jjaw may be attributed to tin; more; rigorous 
restrictions imposed upon able-bodical p.-uipers. I'he allow¬ 
ance! system, with its manifold abuses, wliich was now 
abolished, had directly encouriigvd vohmtaiy pauperism. 
The workhoust! t(!st ]>rovided a most salutiiry checik, and the 
greatest possible good would have resulUal if it had been 
made obligatoiy ujton local authorities to a|»])ly? this test to 
all able-bodied paup(!rs. 

The Act of Iffd'l! was followed iii IMhS by a Poor Law 
Act for Ireland, and two or three years hiter by one for 
Scotland. The provisions agiiinst out-door relief enforcuid 
by this Act in Ireland were more severe than those, in 
England, for no out-door reli<!f at all was allowed to the 
able-bodied. Although the Scot<!h Poor Law allows no 
out-door relief to be given to the ahl(!-l)odled, yet the 
Scotch Poor Law, both in many of its provi.sions as well as 
. in its adminlstratioti, has not imposed the. sann* ch(!ck upon 
• pauperism as has btion enforced in Ireland. Tlu! result has 
been, as will be presently shown, that although from the 
character of the Irish people and the general circumstam.-es 
of the country it might bo naturally anticipated that then; 
[would be more pauperism in Ireland thai» in England and 
Scotland, yet tbe|'eversc is the case'. The Poor Law system 

I * [Great relaxations with regarJ to the administration of the I’oor 
^aw in Ireland have been made during recent years; and the amount 
fcf pauperism in Ireland, in proportion to population, is (1886) almost 
Bteotly the same as in Scotland.] 
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has remained in its main features unchanged since th 
introduction of the New Poor Law in 1834. The only im 
portaut alteration of principle that has been adopted i 
that by the Union Chargcability Act, passed in 18G5, th 
Union and not the Parish is luixde the area of rating. Th 
principle of increasing the area of rating was still furthe 
extended so far as Loudon is concerned by the Metropolita 
Poor Act of 1870. By this Act a difference was for tl 
ffrst time m.ade between the areas of chargcability for ou 
door and in-door poor respiictively:—the cost of inaintai; 
ing the out-door poor being borne by the Union, where 
the cost of maintenance of in-door poor became a metr 
politan charge. The Act has had a most important efife 
in discouraging out-door relief, and the recent remarkal 
diminution in out-dotn pauperism in London is probal 
in a very considerable degi-ee due to its operation. Duri 
the years 1875-G, which were (iharacterised by considtiral 
depres-sion of trade, metropolitan pauperism declined fr< 
90,071 to 79,810. The returns published in 1887 sh 
that on July 1st, 1887, the number of persons in receipt 
relief in London was 100,188, of whom 58,770 were 
door, and 40,302 were out-door paupers. This incre 
sinc(! 1875 is to a considerable extent accounted for 
the great increase of population in London, which betw 
the census of 1871 and that of 1881 amounted to 22 
cent. The total amount of metropolitan pauperism ou 
date given above (July 1887) amounted to a little over 
percent, of the pop\dation. The excellence of adminis 
tion varies gre.atly in the different Unions of London. ' 
Parish of Whitechapel is one of the best. There}, on 
1st July, 1887, with a population of7l,3G8 there v 
only 381 out-door paupers, while the in-door pan 
numbered 1,112. 

One of the causes which has promoted the undue 
tension of out-door relief is its supposed cheapness v 
compared with in-door relief. Although we believe 
out-door relief, through the encouragement it otter 
pauperism, is tar more costly than in-door relief, yet it 
not be denied that the immediate cost o!f maintainin 
out-door pauper is often not half as great as it would 
he were compelled to enter a workhouse. The inc 
ment which is thus offered to guardians to prefer out- 
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to in-door relief will obviously cease to operate if, as is the »ook tv. 
case in London, the whole charge for out-door pauperism . . 

is borne by each Union,'whcreiis the inhabitants of a large 
district outside the Union have to contributi! their (juota 
to the support of the in-door poor. It cannot bo doubted 
that a great effect would be produced in diminishing jiau- 
perisrn through the discouragemimt of out-door relief if 
the principle of the Metropolitan Poor Act were extended 
to the entire country. It might, for irustancci, be arranged 
that wliere.as the charg(; for out-door r»di('f shoidd be borne 
by each Union, the cost of the iti-door })oor should lx; l)orne 
by the county rate. 

The dimhuition of pauperism in the' Metropolis, to which 
reference has just boon mad(?, is, however, no doubt in ])art 
due to improved administration ; because out-door pa,u])er- ' 
ism has greatly declined in manj' other localiti('.s bc'sides 
Jjondon, and, as previously nunarked, thc^ system of making 
the areiis of chargeability for in-door and out-door paxiper- 
ism diffc'riTit has hitherto Ixs'ii only lu'ought into operation 
in London. It would appear that tlie <'.xtent to which out¬ 
door relief is permitted exerts more intlucnice than any 
other circumstance in determining the amount of ])auper- 
ism. Thns, as has been already sta.t('(l, gn'ater restritdions 


are imposed upon the granting of oiit-d<ior relied'in Ireland 
than in England. Although the general iiondition of Inland 
would naturally lead to the, couclus'ion that there would be 
far more pauperism in Ireland than in I'ither England or 
Scotland, yet exiictly the reverse is the case ; for taking 
the average of the ton years ending it will be found 
that one in every 57 of the population of Ireland is in 
receipt of pan^chial relief, while in England and Scotland 
the figures are respectively one in .’Id, and one in .3(5*. 

Within the last ten years there can be no doid)t that 
the Poor Law has generally been administered in Great 
Britain, in reference to the grantiTig of out-door relief, with 
greater strictness than it was previously, and tlie result is 
shown in a very gratifying diminution in patipi'ristn. Al- 
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* [It has already been mentioned in the note on p. 693 that the ‘ 
(Superiority of Ireland over Scotland with regiu'd to pauperism has not 
been maintained. In 1886 there was one pauper to eveiy 12 of the i 
'population in Ireland, and one in 48 in Scotland. In England the | 
number in 1887 was about one in 10.] ' 
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though the period between 1860 and 1870 was one c 
; remarkable industrial prosperity, yet throughout the tim 
I there was a steady increase in pauperism. About 187 
! this tide of prosperity was checked, and during many siu 
i coeding years there was very serious depression in agricu 
j turo and many other branches of industry. It is po.ssib' 
that the difficulties and losses which had to be encountcre 
I during this period induced a general recognition of tl 
importance of a more Ciireful administration of the Po( 
Law; but whether this be the explanation or not, it cann< 
be doubted, as previously stated, that during this pork 
out-door relief has been generally given much more spa 
ingly than formerly. We consecjuently find that, althou^ 
population has steadily advanced, the number of perso; 
in Great Britain in receipt of relief on the 1st Januai 
1887 was 910,0;)0 (on July l.st, 1887, the numbers we 
709,015), as against 1,200,000 on the 1st January 1871, th 
showing a decrease of 290,000. During the same peri- 
■ the (juestion of patiperism in Ireland pn«ented an exu 
contrast to that which it pr(!sented in Great Britain; ti 
population of Ireland has diminished, the .strictness 
administration with regard to out-door relief which ft 
merly characterised the Irish Poor Law has been depart 
from, and the number of paupers has increased from 74,0 
to 113,000. 

Considerable discretion is left to the Giiardians as to t 
extent to which out-door relief should be given, and t 
result is shown in the .striking disparity in the amount 
pauperism in dift'erent localities. Speaking generally the 
is far more out-door relief in the rural districts of Engla 
than in the towns, and the amount of pauperism in t 


tireiy due ; rural districts is generally far in excess of that wh; 
IVee^h^th towiis. Taking the latest returns ( 

excellenee'^ July 1887) it may be mentioned, as an illustration 


of admin- '■ this, that in Linton, a niral union in Cambridgeshire, < 
istratiou. yf ^ population of 13,064, there were 113 persons 
Linton. receipt of in-door relief, and not less than 831 in rece 
of out-door relief. Conse(}uently more than one out 
Vreston. , every thirteen was a pauper. In Preston with a populat 
j of 129,160 there were only 673 in-door paupers and 
I out-door paupers, and consequently only about one out 
; 88 of the population was on the pauper roll. In the un 
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of Atchain, which includes the town of Shrewsbury, the ®ook iv. 
number of persons in receipt of relief on the 1 st July, 1887, . . 

out of a population of 48,(533, was only 51)1, or about one Atckam. 
in 82 of the whole population. (Jf th(!se 591, as many as 
393 wore in-door paupers and only 198 were out-Aoor 
paupers. Of these 198, there was not one able-bodied 
adult; they were all either infirm, children, or lunatics. 

The reform of the Poor Law administration in this union 
is almo.st entirely due to the unwearied labours of the late 
Sir Baldwyn Leighton. The les.sons so well inculcated by 
him of the necessity of extreme care in allowing out-door 
relief, cause this union to be one of the beat administered 
in England*. I’his remarkable ditfermice in the amount 
' of pauperism is no doubt in pait to be attributed to the 
greater poverty of an agricultural population, but an exa¬ 
mination of pauperism in places whose population is 
•similarly circumstainasl shows with striking distinctness 
the e.xtent to which ])auperism is encouraged by lax 
.-idministration of out-door relief. Thus it will be dittieult Pmiperium 
to find two towns which are moi’o a.Iike in the general 
condition of their po])ulatiun than Oxford and (.'ambridgi!. hriiijic in 
Each is the seat of an University, ami each is the centres 1 IHSi't con- 
of a large agrimdtural district. In Oxfoni with a poptda- j 
tion of 21,900 there, arc 323 in-door paupers and 220 out- j 
door paupers; which together represent 2 48 per cent, ofi 
the population. In Uambridge with apojadation of 35,372 i 
there arcs 203 in-door paujxws, and 155(5 out-door paupers, ^ 
which together represent 4'97 per cent, of the population. 
Cambridge consecpiently, where out-d<ior ndief is freely ' 
given, has in proportion to its ])opulation just twic (5 as 
much pauperism as Oxford, where the Poor Law is more 1 
^ carefully administered *. 

,No greater misfortune could happen to the country than The jcori- 
if we again relapsed into a lax administration of the Poor 
Law, and out-door relief were generally tri'ely given, than any 

• other 

* These statistics of pauperism in the different unions are obtained Jrom a tase 
■ from a return which is periodically issued by the Local fiovernnient adminis- 
Board. , tratimiof 

** [These figures were taken from a return published on January 1st, the Poor 
1883. Since that time the administration of the Poor Law in Cambridge Law. 
has greatly improved. The number of out-door paupers has been 
reduced from ir)56 in 1883 to 620 in 1887, and the total pauperism of 
the town was at the latter date only about 2j per cent of the population.] 
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Poverty would be indefinitely increased and on all sides 
agencies would be brought into operation to depress the 
condition of the labourer. The growing burdens involved 
in increasing pauperism would impose a serious tax on 
industry, and the improvidence which, as we have seen, 
was fostered in the days of the old Poor Law would be 
actively revived, with the inevitable result of an over¬ 
stocked labour market, and a rapid decline in wages. 

Proposals are not unfrequently brought forward which 
would undoubtedly lead to such results as those which 
have been just described. Thus it has been sometimes 
suggested that there should be a national poor rate, and 
tliat pauperism, instead of being a local charge, should be 
either wholly or in part defrayed from the Consolidated 
Fund. If such an arrangement were carried out, it can¬ 
not be doubted that all the guarantees for careful and 
economical management ivould be seriously weakened. If 
local authorities were allowed to draw upon the imperial 
exche(juer, there would bo a scramble for public money, 
and -pauperism would be so much stimulated that in a 
short time it would be impossible for the industry of the 
country to struggle against the burdens which would have 
to be borne. In the interest of the poor themselves, the 
administration of the Poor Law cannot be too carefully 
watched. Economists of high authority, such as Malthus 
and Dr Chalmers, were so much impres.sed with the evils 
resulting from the old Poor Law, that they strongly argued 
in favour of the entire abolition of the system. They 
apparently thought that no country could safely incur the 
responsibility of conferring upon everyone a legal claim to 
be maintained. In our opinion, however, experience shows 
that when the Poor Law is properly administered, relief 
may be restricted to those cases where it is really required, 
and pauperism is far loss encouraged than it would be if 
the poor had no other resource than indiscriminate and 
unorganised charity. 

Amongst the advantages associated with a poor law, 
much importance is to be attributed to the influence 
which the existence of a definite pibtection against 
starvation exerts in preventing the feeling of desperation 
and despair amongst the poorest clas.ses; and these feelings 
being to a considerable extent checked, socialistic schemes 
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and theories have never obtained any very groat l\old 
in this^ country upon the inass(\s of tl\e people. It. is a 
fact ot much significance tliat, in a visit paid to London 
in the spring of 1883 by Mdllc Louise Michel, the leader ! 
of the most extre-me section of French socialists, nothing ^ 
impressed her more favourably in England than our Poor 
Law system, and after a visit to th(‘ Lainbetli workhouse 
she declared that if the French poor possc'ssi^d similar ' 
institutions which would give them a legal protection 
against extreme dc'stitution, many of the snost serious of 
the evils for which they demanded redjcss would be 
removed. 

Besides careful administration of th(! Poor Law, reference 
has in prindous chapters l)e('nmad(^ to nia.ny other ageonm^, 
that may be bronglit into operation to dimini.sh pauperism. 
Thus nmeb stre.ss has Ihumi laid upon the iniluence that 
has alrc^ady been exerte(| by n.ational eduealion. Great 
im|)ortanec has also been attributed to improvements in 
land tenure and to tin' extended apjdiealioii of tln^ prin- 
ci]>les of coop(!ration and co-partnershi[). It is also of! 
gnait moment th.at no opjiortunity should he lost of bring¬ 
ing within the roach of the peo])le every availabl(' facility 
for the promotion of thrift. It is a gratifying fact that; 
there has been lately a marked decline in intemperance 
accompaniiid by a corresponding growth of providence 
amongst the poor. As illustrative of the s]iread of saving 
habits amongst the poor, it may be mentioned that no less 
than one in six of the entire population of the Ihiited King¬ 
dom is a depositor in the Post Office Savitigs Hank. It 
may be confidently anticipaltHl that with the increase of! 
providence amongst, the poor, many new forms of saving 
will gradually be developc'd. By an Act passed in 1882' 
it i,s possible to devote the smallest sum, event as little 
as Irf. a week, to the purchase of a dt'ferred annuity 
or to life insurance; and it cannot, we think, be doubted 
that when the j)eople feel that they have Within their 
reach a perfectly safe means of making provision for the 
future, it will much less freipiently happen that, parochial 
relief is the only resourcti in old age and for those who are 
left widows and orphans. 
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Before concluding this chapter it will be desirable to 
direct attention to the very serious encouragement that is 
given to pauperism by th(! many difficulties that are 
thrown in the way of women Ixdng able to earn their own 
maintenance. If the pauper statistics of any locality are 
examined it will be found that a large proportion of the 
able-bodi(!d who are in receipt of j)arochial relief are women. 
Thus refcirenee has been made to the great amount of pau- 
])erism in Cambridge. Out of the 311 able-bodied adults 
who in 1883 were in receipt of out-door relief no less than 
230 W(;r(.‘ women. The difficulties which women have to 
encounter in earning their own livelihood are often con¬ 
siderably increased by various laws, ])assed with the mis¬ 
taken ifk'a of promoting their interests, which either forbid 
women to be em].)loyed in ccirtain kinds of industry or else 
))lace such re.stiictions upon their labour fis to con.siderably 
reduce their chance; of em])loyment. The, Factory Acts, as 
is well known, limit the hours of labour of women, young 
pt'rsons and children in certain industries. This restriction, 
•so far as it applies to children and toyoungjxirsons, a]»pears 
to tis ])('rfectly justifiable, b(;cause children are not in a 
position to protect themselv(;s, if the cu})idity of ])arents 
and employers combijies to subject, them to the manifold 
evils of overwork. Intt;rference with the hours of labour 
of adults cannot, however, be justified on those grounds, 
and all attem])ts to ('xtend the applicfition of the Factory 
Acts, so'far as they concern adult women, to those employed 
as assistants in shops or in domestic industiies should be 
most steadfastly resisted. Reduction of hours and due 
allowance for rest and for meals may, wo believe, be ob¬ 
tained by adidts through voluntary means without calling 
in the aid of the State. Whenever it is proposed to place 
legal or other restrictiotis upon tin; industry of women, it 
should be remembered that (;vcry avenue of employment 
which is closed directly c^fiuses a great number of women to 
be crowded* into those employments which are still left 
open; and wages, low enough already, are still further de¬ 
pressed. Those who take upon themselves to decide what 
work is fit or unfit for women are too apt to forget that 
any industry is better than the wretchedness inevitably 
associated with a life of dependent pauperism, and that 
there may be worse evils in a woman’s lot than anything 
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connected with honest industry. It has boon repeatedly 
shown that women nteed not suffer any injury from w'ork 
which is supposed to be degruding hi its inhueticc. No 
one, for instance, can deny that in many parts of England 
the women who are employed in agriculture are in a most. 
un.satisfactory condition; their wages are e.xtremely small; 
they are poorly and uusuit.ably cleliied, mid often, driven 
into the fields by the prc'ssuri! of poverty, they work wlu'ii 
they ought to be attending to their home duties. Many 
who observe these evils arc anxious that J’ariiaiiient should 
prohibit the employment of women in agriculture; but if 
the labour is differently carried on, it is proved that women 
suffer no evils, but are bein'fited by working in this fiekis. 
Mr Henley, one of the Assistant ('omniissioners who, in 
1807, inquired into t.he condition of ]ieo])le enqiloyed in 
agriculture, has given a most interesting account of the 
rural population of Nortliuinberland. Wdicn his deseript.ion 
of these Northumlxu'land labourers is compared with the 
distressing accounts which an' givi'U of the pc'u.santry in 
other parts of England, it is difticult to belicvi'. that tiu' 
])or.sotshire and Northumberland labourers arc inhabitants 
of the, same country. 'I'he latter earn good wages; t.lny 
live well but frugally^ fuel is clu'ap: and tiunr housivs are 
clean and commodious. At particular .si'u.sons of th*' year 
the women of the family work in the fndds; but home | 
duties are never neglected. The women being well and ! 
suitably clothed, their out-door laboui' is beneficial te 
them, for they generally appear in the most robust lu'alth. , 
Their close contiguity to Scotland seems to have given , 
those peasants a certain enthusiasm for education, (lood j 
schools are abunilant, and the children ai e generally kc))!. j 
at them until they arc twelve or thirteen years of age. i 
Facts such as th(!se slmuld make us hesitate bi'fore we I 
sanction any tneasures which would compel women to be i 
even more dependent than they now are upon parochial j 
relief. 
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I N the last chapter we corisider(!(l the iulluence which 
is exercLsed on pauperi.stn by the existitig method of 
ailmiiiistiTiug parocliial relief. As yet we have only inci¬ 
dentally reftwred to the varion.s financial ([uestious which 
are connected with onr Poor-law system. It will, there¬ 
fore, be desirable to devote a separate chapter to the sub¬ 
ject of local taxation, arid after having done so, we shall 
as far as po.ssible explain some of the various complicated 
(^eonoiuK! (juestious which are associated with the inci¬ 
dence of local taxation. 

When taxation is spoken of in this country it is too 
freipiently forgotten that there is not only imperial but 
also local taxation to be considered, and the one subject 
offers in many r(!S])ects the most striking contrast to the 
other. For several years past, althotigh many taxes have 
been remitted, and the expenditure has been kept (ex¬ 
tremely high, yet the imperial revenue has been more 
than sufficient to meet all demands. When, however, we 
turn to local taxation, we observe an entirely diffenmt 
state of things. Jjocal expenditure, in the United King¬ 
dom, meaiiing by that phrase the money rais('d and .spent 
by local authorities, has been constantly increasing, until 
it has reached in l<S84-.5 no less a sum than 60,000,0001* 


• Many of the figures and other facts on local taxation contained in this 
chapter are taken from Mr li. H. I. Palgrave’s work on the Local Taxation 
\ of Great liritaiii. , 

I Although this is the amount officially returned as the local ex- 
i penditnre of the United Kingdom, it is important to bear in mind that in 
many towns the gas and water are supplied by the municipality; con- 
I sfiqnently a portion of the amount levied in the form of local taxation 
i must be regarded as a sum paid for value received. 
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If the local expenditure continues to increase during the ' 
next twenty-live years in the same ratio as it has in¬ 
creased during the past twenty-live years, it will con¬ 
siderably exceed the imperial expemiiture. S<j far as the 
hnanees of the State are concenied, there has been almost 
invariably during many past years a balance on the right: 
side. With regard, howcaer, to local e.xjjenditiirc!, (jxactly 
the reverse hius taken placa;. Local authorities, from one ■ 
end of the country to the other, are habitually spending ^ 
more than their ordinary income. It not uid'nspieutly | 
happens that the expenditure is so greatly in excess of 
revenue, and the delicit to made up is cons(^(|uently 
so large, that the amount which has to be borrowed bears 
no inconsiderable proportion to the entire amount raised 
by municipal taxation. [The total amount raised by loans 
for local expenditure in the seven years (aiding i<S<S4- .'i 
amounted to iS(),4K),!)17i. or an average of more than 
12 ,000,000^. a year.] 

A Statenu'ut of the linanoial jio.sition oi London for ISSl 
may be (pioted as an example: 


Exce» of' 
(’.rpetidi- 
ture over 
income ig 
<1 c/ianic- 
terielie of 
local fi ¬ 
nance. 


Locu. ItuvuN’iij'. di' Ijdsiion IX tssl. 


Uiiised by rates. I>, 170,Hia 

„ dues, lolls, toes, and rcuts . .'ilUtill.j 

„ duties. las,? to 

„ (iov(Tnment .subvention . . S 7 S, 2 s;t 

„ miscellaneous tceeipts . . I,(l!r.),s;i7 

„ loan.s.2,200,470 


4;](),<)4i),a4;i 

From these figures it, ajipears that the expenditure so 
far exceeded the revenue, that the amount raised by loans 
was about 40 per cent, of that raisid fiom rates. The 
state of things dischise^d by the.s(> tigures is so serious, 
that it may be supposed that the metrojiolis is an ex¬ 
ceptional case. Unfortunately, however, this is not so, 
for the financial position of London is ty]iical of what 
is going on in other jiarts of the country. As previously 
stated, the annual amirunt of local exixmditure in Great 
Britain and Irtfland is 00,000,OOOf.,' and the ent,ire amount 
raised by local taxation is about 44,000,000i., while the 
sum raised by loans was l;L:i00,000^. This large excess 
’ [Xhe year (juoted is ls84-5. See Statistical Abstract, 1B87.] 


[Mill re- 
venne of 
London in 
IHSl. 


I 


The state 
of local 
finance in 
London is 








6o4 


Manual of Political Economy. 


BOOK IV. 
CH. VI. ' 


typical of 
tile whole 
country. 


The diffi¬ 
culties 
which sur¬ 
round the 
investiga- 
tkm of the 
subject. 


Appropri¬ 
ation of 
capital to 
income. 


The audit 
of the 
accounts is 
rarely 
searching. 


Local ex¬ 
penditure 


of expenditure over revenue deserves most anxious con¬ 
sideration. It will probably be urged that the ordinary 
revenue is always adecpiate to meet the ordinary ex¬ 
penditure, and that the loans which arc annually raised, 
being devoted to carry out works of permanent imjirove- 
nuiiit, should be regarded not in the light of financial 
deficits, but as capital imbarked in eligible iuviistments. 
It will also, no doubt, be said that a country which is 
advancing so rapidly in wealth and population can afford 
this local (!xpenditur(‘, and that the iuerwuse of expendi¬ 
ture is aftiT all of trifling importance compared with 
the growing prosjierity of the country. Pleas similar to 
these arc^ very generally accepted as constituting valid 
excuses for the large; outlay u))ou which we have; just been 
coininentiug. A little; inejuiry, however, will iit once dis- 
ele)se facts- which slmw that such a defence as is geuierally 
]nit forward in faveeiir of the pre;semt hieal eexpenditure- is 
inaelecpiate and unsatisfacteery. 

I.n the first ])lae-e'., it is to be remarkied that the cir- 
cumstane:e.‘s ceenneeteel with llie raising and .spending eef 
these; loans seem to be; involved in the; nmst nie;xtricable 
confusiem. It is, tier instiuice', elifficedt to eliscewer what 
stops are being taken te) repay the loans which are beir- 
rejwed. Altheeugh it is constantly etsserteel that thesse 
loiins are deve)te;d tee sue;h reproductive; we>rks as the 
carrying out eef permane;nt impreevements, yeit those who 
cemfide.ntly meike the.se assertions have probably seddom 
takem the trouble te) see whether thejy can be borne out 
by the publisheel acceniuts of leecal autheerities. Nothing 
has been a more fruitful seiurcc of financial embarrass¬ 
ment than the iipjn-eepriatiou to ordinary reveume of 
money which is preefesssedly intended to be expended as 
Ciipital. 

An audit of acce)unts which does not trace the maimer 
in which loans are spent is almost weirthless. The ac¬ 
counts of local authorities have rarely been .submitted to 
this ordeal, and until they have been, it will be impossible 
to know the true position of local finance. But of all the 
prevalent misconceptions on the .subject of local taxation, 
none is so fruitful of mischievous consequences as one to 
which allimion has already been made. People are almost 
forced, by constant reiteration, to believe that the increase 
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in local expenditure is much less serious than it other-1, 
wise jivould be, because- the population and wealth of! 
the country are increasing at. a much more rapid rati' i 
than the expenditure. That this sujiposition is alto-1 
gether erroneous, is at onei' shown by considering some 
of the statistics of local taxation. The figui'es about 
to be ipiotcd refer to the local (ixjsmdlture of Ijiverpool 
since 1841. 

It need scarcely be said that the increase in the pro¬ 
duction of wealth, which is so marked a chai-aeteristic 
of the pre.sent time, began .soon after 1841, and that 
probably no town in the kingdom has prospered more 
than Liverpool by the unjirecedented development of 
commerce and trade, which has taken place, during thi^ 
last ipiarter of a century. In 1841. in the parish of 
Liverpool, which forms only a jiart of the borough of 
Liverpool, the amount raised by rates was 81,7.’}d/. This 
amount has steadily increased, until, in 1882, it was 
-177,2911 In 1841 tin.' local l.axatien in the parish of 
Liverpool represented a charge per head of 7.v. 4f/. In 
1870 this charge had increased to no less a sum than 
ll. 5s. Sd., and in 1882 it amounted (.0 1/. Ki.v. 7d. 

The rates have not grown in the same jirojxirtion : their 
growth, however, is sufficient to excite serious aljirm. In i 
1841 the rates in this parish were 2.s’. 8-Jc/, in the pound :! 
in 18.51 they were Ss. 4d.; in 18(i(), :fs. 9|d.; in 1871, i 
4s. 5\d.-, and in 1882, 5s. 

The theory that the increase of loctil expendituri' is 
only proportionate to the increase in wealth and ])o])u- 
latiou, is completely disproved by the figures just (juoted ;. 
for they show that, in one of the. wi'althiest and most 
thriving towns in the kingdom, thi! chtirge which hrciil I 
taxation imposes upon etich inhabitant increased in 40 | 
years 498 per cent., and that the rates imposed upon all i 
the property assessed increased in the same |»eriod 95 j 
per cent. It may perhaps be thought that the parish j 
of Liverpool exhibits exceptionally unfavourable results. ; 
The reverse, however, is the case, as will be seen from the ; 
following remarkable figures, which desia-ibc the growth 
of local taxation and local expenditure in the townships 
which compose the borough and suburbs of Liverpool. In 
the hundred of West Derby the rates advanced in the 
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BOOK IV. period referred to from ].?. 7d. in the pound to 6s. IJd.; in 
. Everton they were, in 1882, 6s. lOd. in the pound; and 
in Kirkdale they were 6s. *J\d. In order to make this 
picture of increasing financial burdens complete, it may be 
nieiitioiK'-d that the debt of Liverpool has increased in the 
ptjriod referred to more than 478 per cent., namely, from 
1,212,192/. to 5,795,410/. We shall presently have oc- 
oision again to refer to these figures, but it is perhaps 
dcvsirable to dweil for a moment or two on some of the 
refiectioiis which they suggest. 

It may be asked, What will be the consequetices if that 
which has taken place during the last forty years is to 
be continued during the nextf()rty years? Local taxation 
will then impo.s(! ujton each inhabitant a charge of more 
than 8/. per head, and the rati!s will be not le.ss in the 
West Derby hundred than 24s. in the pound. It will 
no doul)t be said that these are hypothetical conclusions, 
impo.ssiblo of realization. But where are we to look for 
aa effective resistance to that increasing expenditure 
which, as we have seen, has been during the last forty 
years advamang with sure aiifl steady steps? I’o look 
for any tiffective resistance at the present time, when 
then; is not only increiised taxation, but increiised borrow¬ 
ing, is about as reasonable as to suppose that a fire can be 
extinguished by pouring oil on the flames. What does 
this increase of local indebtedness show ? That, great as 
htis beejt the iiuTease in local burdens, still the revenue 
has been iusuffici(uit to meet the expimditun;. 

Although in some of the town.ships which compose the 
borough of Liverpool, the rates arc more than 6«. in the 
])oun(l, yet side-by-side with this onerous taxation an in¬ 
creased liability, or in other words augmented rates, are 
being stored up for the future. The proscmt system of 
local expenditure, which leads not only to increased taxa¬ 
tion, but also to increased borrowing, is often defended on 
the ground that no inconsiderable portion of the money 
which has been expended, has been devoted to permanent 
works, and therefore the outlay once made will not have 
to be repeated. But considering that this ^owth of local 
expenditure has been continuing unchecked during the 
last forty years, is it reasonable to suppose that it will 
be arrested, unless the system of administration and 
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general policy with regard to local expenditure are funda- I^book iv. 
mentally change<t ? As will be jncseutly more fully ; 
shown, the existing system of locfil gov(‘rnnieiit secans ] 
esjHJcially devised to weaken some of tln^ most, etreeti\'e 1 
securities for e(;onomy, ami to destroy the guaraidees (.rf j 
administrative efficiency. A hsw yeai’s ago, it was stated j 
by the President of the Local tiovernmeiit Board, that i 
“ there is a chaos as regards anthoriti(^s, a chaos as repuds | 
rates, and a wors(! chaos than all as rigards aresw of tax- , 
ation. And not only thatr, but every <lifferent form of: 
collection which it is possible to conceive is (;mpl()ved : 
by the various local authorities administ(‘ring thes(‘' 
various areas.” That this des(;ripllon is in no way ex-! 
aggerated, is abundantly shown by smd) facts as the 
following;—In covintiy districts tiiere are usually three Coii/mUm 
ureas of rating—])etty sc'ssional divisions, highway 
tricts, and Poor-lavv unions. 'rhes<.', instead of being co- 
incident, often overlap each other so .is to produce such of mtiun 
inextricable confusion that the Sanitary (’omniission, in ■>">( 
its report of 1(S70, declared that the re.snlt is “ the X‘iU;‘ 
maximum of embarrassment and waste of local govern¬ 
ment, and the utmost loss of means and ettectiveness.” 


In towns the stab; of things is worse, if possible, than 
in the country. It usually hap]>ens, for instance, that 
there are in boroughs three separab rating authorities 
—viz. the board of guardians, the town coumal, and the 
local boaKl of health. To these ris'cnt legislation has oiid hy the 
added a fourth, for the siliool-boanls have the powisr ^ 
to levy' rates. Oounty magistrates also hoy rates for , who 
county purposes from a town ])opulation. These various ; tnwc i/k- 
autborities levy rates at differmit times, by different sets 
of officials, and often by- different methods of assess¬ 
ment. In many jilaces it hajipcns that the town council 
attends to the ])olicc, appoints various committees, levies 
a borough rate, manages the water-works, and levii's 
a water rate. The locul boani of health manages tin; 
roads, levies rates for their maintcnanci' and for all 
sanitary matters. Sometimes it happens th.at when the 
water-works and the gas-works are owned by the munici¬ 
pality, the one is managed by the town council and the 
other by the local board of health. It will scarcely be 
believed that the town council and the local board of: 
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health are composed of exactly the same persons. 
They arc, in fact, the same body under two different 
uarne.s. Jt is easy t() imagine how inuumerabre are 
the complications which arc thus unnecessarily created, 
when it is remembered that the result of giving this 
body two different names is that rates are collected 
by different sets of officials at different times. The 
borough rate, which is levied by the town council, is 
in some cases paid out of the poor rate, which is levied 
under the authority of the board of guardians. Other 
rates—such, for instance, as the cemetery rate, and a 
contribution to the county lunatic asylum—are paid out 
of the poor rate. The boanl of health levy a general 
district rate and a lighting rate. The general district rate 
is levied, like all rates under the Public Health Act, \vith 
an exemption of 7.5 per cent, in favour of market-gardens 
and railway.s. These exemptions do not apply either to 
the borough rate or to the poor rate. 

Instead of the system being improved, additional com¬ 
plexity is constantly being accumulated upon it. Nothing 
has been a more striking characteristic of the legislation, 
of recent years, than the rapidity with which new rates 
have been called into existence. From time to time 
various schemes are favoured by the public for effecting 
reforms in the social condition of the people. Each of 
these schemes, as it obtains legislative sanction, too fre¬ 
quently leaves its mark on the country in the cteation 
of a new rate. Thus in a comparatively few years Parlia¬ 
ment has called into existence the following new rates:— 
Burial Board Rate, Public Library and Museum Rate, 
General District Rate, Sewerage Rate, Parish Improve¬ 
ment Rate, Animals Contagious Diseases Rate, Borough 
Lunatic Asylum Rato, Borough Baths and Wash-houses 
Rate, Borough Improvement Rate, and Borough Burial 
Board Rate. 

Allusion has already been made to the fixet that since 
the passing of the Elementary Education Act, in 1870, 
a considerable portion of the expense of educating the 
people is thrown upon the rates. It would be out of 
place here to consider a school rate from an educational 
point of view, but it is necessary to refer to it so far as it 
affects the (juestion of local taxation. The present school 
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rate may bo almost indotiiiitcly increased if the proposiils 
which are now iiiHucntially put'forward in favour of general 
free education sliotild be saTictioucd. If free education were 
conceded it woukl be impossible to restrict it to the labour¬ 
ing classes, because if the workman earning three pounds a 
week has the schooling of his children paid for, will it be 
possible to refuse the same privilege to the small trades¬ 
man, to the poor clerk, or to half-paj' ortieers, cicjgymen, 
and others who have to kcjep up a respectable a])[>earauce on 
an income not lai-gcr than that earned by many a skilKsl 
mechanic? It is, moreover, important t<i bear in mind 
that this demand for free edueatktn is simply one offshoot 
of a sentiment which seems destined to exercise a rapidly 
extending influence. Scarcidy any (jne can fail to bc^ 
struck with the growing tcmdeiicy whi(k there ikjw is to 
support various propo.sals, all based upon .the ])riucij»le 
that an individual .sboidd be able to look to the general 
community for such pecuniary assisl.uice as will (.‘nable 
him to gratify many tastes and satisfy maiiy wants, h’rei^ 
education would enable a. pari'iit to make others pay for 
that instruction which has now bt’cn deel;u< <l to be neces¬ 
sary to a child. l>y ytate emigration it. would Is; ((o.ssible 
for a man to throw up(jn others tin; cost of his .settling in | 
another country. The boarding-out sysb ui, which has 
lately been engrafted on our Poor Law, may giv<‘ to those 
who are willing to desert theii’ childixai an a.s.suranc(.^ that 
they will be carefully tended in healthy country homes, 
and will enjoy many more comforts ihau the majority of 
working men are able to secure for their tamilies. 

'J'here is scarcely a single subject of social reform now 
discussed by' the public, with which there is not sure to 
be associated some propo.sal that will necessitati; an in¬ 
crease either of local or imperial taxation. Special atten¬ 
tion has already* been directed to various schemes now 
constantly brought forward, which would involve a large 
expenditure of public money, and would con.se*pjently load 
to a great increase in either imperial or local taxation. 
These proposals are, no doubt, ywwerfuUy encouraged by 
the feeling so Vidcly prevalent, that iii a country where 
wealth is accumulated with such great rapidity as in 
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England, neither harm nor peril can result from an ineretist 
in expenditure. It, therefore, becomes of great important 
to say a few words on this particular point. Reverting ii 
the first place to some of the statistics already quoted ii 
'reference to Liverpool, it will be seen that even in tha^ 
town, which has certainly been one of the most prosperoui 
in the kingdom, local expenditure has far more than kep' 
pace with the remarkable growth both of her wealth am 
population. Not only has each inhabitant to contribute £ 
much larger sum than formerly, but ])roperty has to bear £ 
much heavier fxggregate rate. It will no doubt be urgc( 
th.it, iis the town has become much wealthier, the contribu 
tion of 1^. 16s. 7d., which is now levied from each infribihint 
dot's not represent so gretit £i sticrifice £is the contributioi 
of 7s. paid in 1841. It is not, however, difficult to shov 
that such an argitment is erroneous, iitid is calcuhxted ti 
produce very mischievous cousctjucnces. In order to provi 
this, it is only necessary to remember that, even in th' 
enost prosperous towns, there £ire sure to be found thou 
sands whoso condition is one of extreme poverty. The vas 
jiccumulation of weiilth, which is so striking a charficteristi 
of the presimt time, does not, unfortunattdy, prevent ; 
groat number from living in squalor iinddtvstitution. Thor 
jire so many thousands just o£i the verge of piuj)erism, tha 
nothing <!an Ixj more (srroneous than to fxss£une thfxt there i 
it mfirked difterence in the pecunuiry resources of some c 
those who £ire, and some of those who are not, in th 
receipt of parochial relief. The .addition which is sure t 
bo m£ide to the number of p.aupers by any adverse circum 
stfxnce, such fis fi depression in trfxde or scfircity of foo( 
fifr'ords indi.sputable evidence thfit the struggle whic) 
thcnisauds fxre cixrrying on to resist the necessity of claimin; 
relief from the pfxiish is so close ixnd so severe, thfxt the issu 
(jf the contest m.ay be determined by some circumstfxnc( 
the influence of which may at first appear to be but trifling 
The balance, between dependence and independence is s 
nicely adjusted, that the weight of a h£iir is sufficient t 
turn the scale. It will, in fixet, be scarcely disputed by an^ 
who .are pnxctically .acquainted with the present conditioi 
of our poor, that e£xch addition made to the rates weaken 
the force of resiskxnce of those who are Cfirrying on thi 
struggle to which we have just referred; and consequent!; 
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ouch iiiercaso in ratos must (!X(>rt a tmidency to increase 
pauperism. This, thcrefure, suggests one of the most serioris 
considerations comiectcid with the gi-.>\vth of local ex¬ 
penditure, for it shows tliat urd-iss some :ig('noies ean Ix' 
brought into operation to t'xorcisci an economising in- 
fluenee, a large expeiiflilure at tlu- pjcwtnit time will 
create a necessity for a still larg<T expenditiire in the 
future. Many agencies may, no doubt, be broughi into 
operation not only to diminish the. present local expcmdi- 
ture, but also to prevent its increase, in the future. Hefer- 
encc hius already biam made to t lu' impoiianee of consoli¬ 
dating the various rates, a,nd intiodneing more concentra¬ 
tion into local administration. The, necessity has also 
been insisted upon of most can'l'nlly guaivling ;ig;un.st the 
tendency which there now is to make new demands njion 
hical funds. Before proceeding furtlnT, however, it is 
desirable to say a f<wv words upon vurions pro))osals which 
are now receiving much supjiort, the ctfeci, of which wmdd 
1 ) 0 , not to promote gi-cater cc.oiiomy, but to laodncc gnatei' 
extravagance in local exi»enditure. 

From time to time it is proposed to transfer v.irious 
charges from local to imperial funds. There ;ire many, 
for instaiice, who advocate a national j)ooi' r.itc,, and the 
House of Commons in JtS72 affirmed In a huge m:ijority 
that a coirsiderable portion of the eost of maintaining 
lunatics and the police shmdd be borne by the Con.solidated 
Fund, and tbe amount voted out of imperial funds for t his 
])ui‘}J 0 S 0 considerably exceeds 4,{)00,0t>t)^. a. year. Such 
proposals us these (d)viously .suggi!st two distinct sets ot 
considerations—viz., those which are ])olll.ieal and tlu)S(! 
which are fijiancial. It would, ofeour.se, jnap])rc)piiat(' 
to discuss the subject) licre in its political aspect. Upon 
this branch of the qm.'stion it lu.'cd simply be remarked 
that a trairsfer of charges from local to imperial funds 
would inevitably weaken the principle of local self-govern¬ 
ment. The money which is provided by the4^ta,te ought, 
of course, to bo admiiiLstereil by tbe State, and not by 
local authorities. The principle of local selt-goverument 
hfxs done so much to diffuse aiuongst the p('ople a spirit of 
self-reliauoe, that it behoves us to resist with the utmost 
firmness the introduction of any centralising tendency. 
It is, however, not difficult to show from purely financial 
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V . sanction were given to demands that are now constantly 

being made, to transfer various charges from local rates tc 
the Consolidated Fund. No device that can be imagined 
woidd more effectually weaken all the guarantees foi 
economy. Each locality is interested in economy when it 
is known that the district will have to bear the burden o; 
any outlay which may be incurred. But when public 
money is to be spent there is a regular scramble for it 
and, each town and each district thinks that it is directly 
benefited by getting the largest share possible of thit 
money. There is the broadest distinction between economy 
in the abstract and economy in the concrete. A candidate 
seekiicg the suffrages of a constituency' may bo applaudet 
to the echo by pledging himself in favour of rigid fru¬ 
gality in the expenditure of public money; and at the 
same time it is only too notorious that this onthusiasn 
would not be forfeited, but would on the contrary be 
greatly increased, if he should afterwards exert Iiiinsclf tc 
obtain for this same constituency a grant of public money 
to be S(|uandered in some jjerfectly usc'less local under 
taking. Experience more and more confirms the opinioi 
that the great bulk of the people think that money c.ai 
be taken out of the Consolidated Fund just in the sanu 
way as wati'r is drawn from a perennial fountain; th( 
stream, it seems to be supposed, ceaselessly flow,s, and m 
labour nor sacrifice is recpiired to replenish it. When 
however, it is remembcired that the Consolidated Func 
far from being this fountain of wealth, never obtains i 
shilling which is not taken out of the taxpayer’s pocket 
it at once becomes evident that the trairsfer to this fuiu 
of local charges would, by leading to greater expenditure 
not lessen the aggregate burden of taxation. 

As a striking instance of the inconsidcrateness of man; 
of the opinions which are propounded in reference t 
taxation, it* may be mentioned that those who urgentl; 
demand the; transfer of local charges to the Consolidatci 
Fund, simultaneously display an equal eagerness for ; 

‘ free breakfast-toble,’ and for the unconditional repeal c 
the income-tax. It might be thought that a moment’ 
reflection would suffice to show that if 2,000,000i. of loca 
• charges were transferred to the Consolidated Fund, thi 
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fund would have to be increased. The money will not be »ook iv. 
rained^ down from heaven. There is one way only by 
which it can be obtained, and that is by increased tax-1 
ation. But if taxation is to be inere.as(!d, direct taxes,! 
such as the incom(!-tax, must be augmented, or indirect 
taxes, such as taxes on cominoditi(!S, must b(S made to i 
yield more to the State revenue. I 
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W ITH a few exceptions, all local taxation is confined 
to levying rales on land, housiss, and business pre¬ 
mises. The exceptions to which \vc refer are certain tolls 
and dues, and in a few instances, certain commodities, 
such as in London, corn, coal anil wine, arc subjected to a 
small local tax. It ofti'ii hcaiipens, however, that the toll 
or duo is simply tlu; price charged for a distinct service 
rendered, and thiTcfore can hardly be regarded as tax¬ 
ation. Thus a market toll is paid for the accommodation 
which a market provides; a harbour due is in a similar 
way paid for the accommodation obtained by shipping, 
^rhese tolls and dues, when so adjusted as to return not 
more than a fair compen.sation for the outlay incurred in 
the erection of the market or in the (ionstruction of the 
harbour, may be properly looked upon as rent paid to a 
corporate proprietor. In such a case it would be as 
unfair to consider those charges to be taxes, as it would 
be to consider as taxation the price paid for a telegram or 
for the postage of a letter. With the exci'ption of the 
duties in London above referred to, and a small tax on 
coal in Brighton and a few other towns, there is scarcely 
any instance in this country of commoditiixs being sub¬ 
jected to local taxation. The oidy other source of income 
besides rates from which local revenue is derived consists 
of a certain amount of landed and house jiroperty held by 
corporations. It is extremely difficult toi ascertain the 
exa(!t amount of this property,- and many questions con¬ 
nected with its management and its a])y)ropriation require 
very careful investigation. In refetence to the local tax- 
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ation of London it appc^ars that in a single year, 1868, an ik'"* iv. 
item was put down of 580,000^. as rents and salt's of pr..- . 

perty.* It is certainly somewhat remarkable, that the 
money derived from the rent of property and the sale of 
property should be thus lumped together in one sunu 
Few questions btiaring upon the future hnaneial posititm 
of London can possess greater practical interest than to 
determine at what raft: its corporate pro|K'ity is Ixdng 
sold and devoted to ordinary inconue Fnless some reasons 
can be alleged which do not readily suggest themselves, it 
seems very difficult to justify thes(! sales of property, when 
it is remembered how rapidly prop*!rty is advancing in 
value in Londoti. 

Not only has it been shown that local taxation con- i.omi ta.r- 
sists almost entirely of rates levied upon iva^U’operty, 
but it is essential to remember tliat innlerme present of 

systfsm these rates only can be resorted lo if it is neces- mtcxmi 
sary to obtain an increase of rcvcniue, from hical tax- 
ation. Thus, as the expenditure of Loialon increases, 
the local authojities have the [lower to provide for it by 
increasing the rates; they could ni>t, howeviT, without 
a sjiecial Act of Parliament, increase the <hity on coal or 
impose any fresh taxation on commodities, 'fhis at once 
suggests a fundamental and most impoifaiit dislinction 
between imperial and local finance. If the national ex¬ 
penditure increases, the additional resemie which may¬ 
be reipiired can be obtained in many difierc'iit ways. 

Any existing taxes or duties can be im-n'aseil, or new j 
taxes can bo imposed. The additional i-evenue, however, i 
reipiired to meet an augmentation in local expenditure is i 
obtained by the imposition of higher rates upon land, 
houses and buildings. I’lie remark ha.s_ already been 
made that i:ach tax hius its own jieculiar ineipiality, and 
with it there is sure to be associatixl some special disad¬ 
vantage or injustice. Thus, it is imposisible to pn'vent 
a great deal of fraud in connexion with th« incomc-ta.x. 

Many incomes, of which the exact amouni, cannot be 
ascertained, often pay much less than they (night, and 
conse([ucntly ifti additional burden is thrown upon in¬ 
comes which can be accurately known, such as those 
derived from the Funds and from salaries. It is probable 
that if no deception wi'.re practised in connexion with the 
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income-tax, a tax of 5d. in the pound would produc 
as much as is now ykdded by a tax of (id in the pounc 
The chief inoiiuality belonging to taxes on commodities i 
to bo attributed to a very different cause. Thus it ha 
been shown that such a duty as that on tea cannot b 
made ad valorem. Consequently the cheaper qualitie, 
of tea have to bear three or four times as heavy a taj 
as is impo.sod upon the expensive teas consumed by th; 
rich. It is, therefore, evident that if either the income 
tax or the tea duty be alone increased when additiona 
revenue is needed, those will be placed in an exceptionally 
unfair and unfixvourable position who are most affoctec 
by the particular inequality which, as we have shown 
belongs to each of these methods of obtaining revenue. 

When the incidence of local rates is investigated, i 
will be readily perceived that what has been said ii 
reference to some special inequality clinging to each tas 
is certainly true with regard to local taxation. Froii 
facts to be presently adduced it will be shown that loca 
rates fall with the greatest severity upon the occupiers o; 
houses. Hence as all increase of local expenditure haf 
to be provided out of rates, each addition to the rate,*! 
must necessarily aceumulaUi inequality upon the occu¬ 
piers of house.s. No redress can bo given to them, as 
may bo the case with imperial taxation, by occasionally 
shifting the main pressure of the extra burden to some 
other class?. 

Before proceeding to trace the incidence of local tax¬ 
ation, it is important to show in what proportion the 
aggregate amount raised by rates is contributed by differ¬ 
ent classes and different kinds of property. An impress- 
sion no doubt very generally prevails that by far the 
largest portion of the amount raised in this country by 
local taxation is taken from the land. The following facts 
will, however, clearly prove that by far the largest portion 
of the amount now raised by local taxation is levied 
not on the owners or cultivators of land, but on the 
occupiers of ho?ises. It will, moreover, be shown that 
the great increase in local expenditure which has taken 
place for some years past has caused an addition to the 
burdens on land, which can be regarded as of only trifling 
importance when compared with the augmentation in 
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rates paid by the occuph-rs of houses. The striking '''• 

figurog which are about to b(^ cpioted are contaiiu-d in ! . 

Mr R. H. I. Pal grave’s work oil ' Local Ta.'cation.' Jn i 
1814, of the whole amount of property assessed to rates, i 
C9-28 per cent, consisted of land, 27'84 per emit, of houses, . 
and 2'88 per cent, of othi^r pi-operty. It is impossible to 
obtain accurate returns for the, jieriod between 1814 and 
1842, but in 1843 and 18{)S l.hc percentages respi i t.ivcily 
were— 




ISfiS. 

Land 

49 10 

:4:i-20 

Honeos 

41-44 

47-27 

Hailwa,y8 . 

2-S2 

11-n 

Other property 

(•>•04 

8-42 


Those figures prove with st.riking distinetiK'ss that laud, TmuJ, in 
in comparison with other kinds of real projicrty, is con- 
tributing a continually diminishing amount to local ta.x- otherkiruU 
ation. Such a conclusion, though at vaiianci^ with what | “f proper- 
is-currently believi^d on the subjeet. admits of a ^'cry ! ^ 

obvious explanation. Although there was iiji to the period \ amHmitly 
to which reference has been made, 18(;s, a. constant in-1 
crease in the value of land, yet, in eonse<im-nce of its ; 


quantity being limited, the addition made to its aggregate ■ uixoiUm. 
value is small when compared with the increase in the 
value of houses and buildings, th(^ number of which can be 
indefinitely^ multiplied. Accordingly, it is found that, esti¬ 
mating the valut! of land by the amount at which it is 
a.s,sc.s.sed, the increase in its value between 1814 and 1843 I 


was 14 rer cent.; between 1814 and 1808 it was 28 per | 
cent. Hou.ses increased in value during the same periods j 


no less than 138 ])or cent, and 350 per cent.; and the in- | 
crease in the value of other kinds of jirojierty was i-e.spec- | 


tively 428 and 1727 per cent. i 

Mr Purdy, who was for many years officially connected | 
with the Poor-Law Board, and had a high reputation as i 
a statistician, stated, afti.^r a very can.'ful investigation, | 
that, in conseipience oi’ the great increase in the ag- | 
gregate amount at which houses and other kinds of! 
property are assessed, "in 1804-05, as against 1851-52, 
10-3 per cent, had jiassed from the land, and gone upon 
other assessable property.” It, therefore, appears that a 
constautlv increasing ^iroportion of local expenditure has 
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to be borne by the occupiers of houses, and not by the 
owners of land. 

It will be necessary to bear this conclusion very care¬ 
fully in mind when incpiiring whether the demands of 
those can be justly coiiceded who assert that the land 
is unfairly burdened with local taxation, and that relief 
ought to be given out of the Consolidated b'und to the 
owners of land. When it is so frequently stfited that 
the owners and cultivators of land are subjected to 
])eculiar hardship from the })resent system of local tax¬ 
ation, it is apparently forgotten that rates are generally 
much lower in the; rural than in the urban districts 
Again referring to Mr Palgravtj’s work on Local Taxation, 
it may be mentioned that he gives the average rates for 
Wiltshire as 3s. lOid.; in Salisbury, *ls. lOd.; Cheshire, 
2s. !)fc/.; Chester, 5s. "I'id.-, Devon, 3s. Plymouth, 

Os. lOd.; Norfolk, 3.s. Irf.; Norwich, 7.s’. M; King’s Lynn, 
7s. 2^d.; LeiccstershiT-e, 2.s'. 71d; and Leicester’, 4s. 4|d' 
Such facts as thesi; add one more argument to the many 
that can be advanced in sup])ort of the concin.sion, that\, 
the burdens of local taxation j^ess with greater sevc;-'; 
rity upon the occupuTs of hou.scs and bu.siness premises 
than upon the landed intcirest. It ’is now, however, 
necessary for us to ))roceed to consider by whom the rates 
which are levied upon various kinds of property are really 
ixiid. 

It seems to be a fundamental principle of our system of 
rating that rat(;s are to be levied on the occirpiers and 
not on the owners of property. Thus in the avse of 
cultivated land, rii|;es are paid by the timant-farmer ami 
not by the landown'fer. In the case of houses and business 
premises, rates are levied on the occupier, and not on 
the owjier either of th(! building or of the ground on 
which it stands. It cannot, however, be too careftxlly 
Ixornn'in mind that, although rates are thus always paid 
by th<; occupier, yet there is a fundamental distinctionj 

1 Tile higher rates prevailing in towns' are no doubt^paitly due to the 
circunistfuice rofened, to in the last chapter, that rates in towns fre- 
(luentiy include payments for water, lighting, paving, draining, etc. 
Ihit after making full allowance for tliis, it cannot be doubted that 
local taxation is almost invariably much higher in the towns than in 
the rural distriotk 



between the incidence of rates when imposed upon land, 
and when imposed upon houses and building's. It will not 
be diffieidt to show that rates, thoutfh levictl on the 
occupier of land, are really jjaid by the iandowuer, whereas 
the occupier of a house or building is not, to the sanuj 
extent, able to shift the burden from himself to the owner. 
As the distinctk)!! just pointed out is of the utmost Im¬ 
portance, it will be desirable to explain it with as much 
care as possibhi. Ijet us thorefor<!, in the first instau<;<(. 
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inquiro upon whom the burden of rattw really falls in the 
case of cultivated land. JVobably the b(!st. way to con¬ 
sider the subject will be by the follow'ing examjile. Let 
' it be assumed that a tenant-tanner jtays a nuit of TOOO^. a 
year, and that in addition to this rent In; also has (o pjiy 
rates to the amount of 200?. a year, Supf)ose an Act wen^ 
passed to abolish all rates by (ransfi rring all local charges 
to the. Coiiiiolidated Kuud. If the furnier were a yearly 
tenant, the landowner would naturally say to him, ‘You 
are now reloa.sed liom all rates, and tin- 200/. a year 
which you are thus .savisl you can allord lo pay me as 
additional rent.’ If the tenant otjoeled to pay this 
adilitional rent, the landowner would luuii no difticidty 
in obtaining it from someone else. ISotbiug would havc^ 
occurred to affe.ct either the juice of agihadt.ural [>roduc(! 
or the cost of cultivating land, and the farm let at 1,200/. 
a year would be just as cheap, or would yield just as large 
a profit, iis when the tenant had to j)ay 1000/. a year as 
rent, and 200/. a year in rates. If the tanner, inste.ad 
of being a yearly temant, held the laud u[)on leas<!, it is 
evident that although tlu; landowner woidd not be abb' .so 
immediately to ap|)ro})riate to himself t he saving resulting 
from the land being relicwed from rales, yet ht; would 
' be able to do so at tlu! ■expiration of the haisc. ft is, 
[ therefore, evident that if rates wore altogether remitted, 
the advantage would be sooner or later apjrropriated not 
by the cultivator but by the owner of land. I^’rom similar 
reasoning it can at once' be shown that, if ral.es are re- 
ducetl, the rent of land will be ultimately incnsisid by an 
amount exactly* wjuivaleni to the reduction in rates. If, 
however, there is a leas*;, the rent cannot bo raised until 
' the expiration of the lease, and consequently, during this 
time, the tenant is able to a{»propriate to himself the 
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advantage resulting from the reduction. Tenant-farmers, 
therefore, are entirely misled, if they suppose that they 
are interested in the amount of rates which is paid to the 
same extent as the landowners. If rents wore regulated 
entirely by competition, and not at all by custom, an 
increase in rates would be no loss, and a reduction of 
rates would bo no g<ain, to those farmers who are yearly 
tenants. In the cjise of farms hold jm. le ase , the extra 
burden resulting from an increase of rates is borne by the 
farmer, and the saving resulting from the reduction of 
rates is also appropriated by him during the period his 
lease may have to run. In order still more cl(!arly to 
show that rates are really jmid not by the occupier of the 
land but by its owner, it will perhaps be desirable to 
coufsider the que.stiou from a somewhat different' point 
of view. It is a well-known principle of economic science 
that at any particular time there is a certain rate of profit 
appropriate to industry. This is termed the natural rate 
of profit, and it may be regarded as indicsiting a position 
of stable equilibrium. If the profits exceed this rate, then 
the industry becomes exceptionally remunerative. There 
arises an active competition to participate in these extra 
profits, and profits are reduced by the force of competition. 
In a similar way, capital will not continue to be embarked 
in an industry which is exceptionally unremunerative, and 
thus a force is brought into operation to miso profits if they 
are reduced below their natural rate. Assuming th.at 
fanners could appropriate to themselves the benefit re¬ 
sulting from a decrease of rates, farming would become 
an exceptionally profitable industry. Farms would be so 
actively competed for that the rise which would take 
[)liice in rents would at length be equivalent to what 
had been .saved in ratc.s, and consequently the farmer 
would ultimately be no bettor off than he was before. 
When it was proposed to abolish the Com Laws the 
farmers were the staunchest advocates of protection. They 
were deluded into the belief that they, as a class, were 
s])ccially interested in the maintenance of high prices. 
They .seemed incapable of recognising the very obvious 
fact that their rents wore adjusted according to the price 
of agricultural produce. High prices simply meant high 
nmts. Untaught by experiences, they are apparently 
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about to commit the same error, for they see.m to think 
that if rates are reduced they will bo able to ap])ro{iriato 
the advantage to themselves. As, however, sufficient has 
probably been said to establish thc! proposition that a 
rate is a charge upon land, and is not a tax on tlu' 
cultivator, we will now proceed to considiir who really 
pay the rates which are levied upon houses and business 
pnunises. 

It is evident that in the case of a house there are three 
(iistinct persons to be considered. In the first })lace, there 
is the owner of the ground on which the housi^ stands; 
secondly, there is the owner of t.ln^ lunisi* itself; tiiirdly, 
there is the occupic^r or tenant ol’ tite ln)us(\ It may in 
the first instance be assumed that the occupier lias not a 
lease, but is simply a yearly tenant. It generally happmis 
that the aggregate rtnit which i(5 p.aid liy the occupier 
consists of two portion,s. Hi' pays a ground-rent tti the 
owner of the land, and ln' [lays a rent to tin- owner of the 
house. The amount of the latter sum must be sufficient, 
to give a proper remuneration, or, in ollnu' words, to yield 
a fair [irofit for the outlay iiuMirred in Iniilding the house. 
This bi'ing the case, it is obvious that tile amount of rmit 
thus paid cannot be affi cted by the amount of rativs levied 
upon the house. Capital would not be inv(.‘sted in building 
miless the retuni was sufficient to yield the. oniinary rate 
of interest. It, therefore, follows that latcs must be borne 
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either by the oeoiij>ii‘r of a house or by the owner of the | 
land upon which it is built. In order to ascertain whetln'r 1 
the bunlen of rates really falls upon the owner of the | 
ground or upon the oisaipier, let us suppose, that house | 
property is relieved from the payment of lates. We have 
then to deteruiine whether the saving which would result 
would be appropriated by the owners of ground-rents or 
by the occupiers of hou.ses. In deciding this ([uestiou it 
must be borne in mind that the area of latul on which 
houses can be built is not limited in (puyitity. If, for 
instance, it is assumeil that there is a house, the. rent of 
which is 60i., the ground-rent lOi., and the rat.es 20/., we 
have to consider whether the 20/., .saved by the remission 
of rates, couki or could not be appropriated by the owner 
of the ground-rent. If it were possible for him to appro¬ 
priate this amount to himself, it is at once obvious that 
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his ground-rent would be advanced from lOi. to 30Z. We 
now, however, have to inijuire what is the determining, 
cause which fixed the ground-rent at lOi previous to the 
remission of rates. It is manifest that to this ([ucstion 
there can only be one answer. The ground-rent is simply 
the price paid for the use of a plot of ground, and this 
price is regulated by demand and sui)ply. The mere 
remission of rates can exorcise no direct influence either 
upon the demand for, or upon the supply of, building ground, 
and conseijuently no change cati take place in its price. 
It, therefore, follows that ground-rents will remain the 
satiie as they wore before, and the saving resulting from 
the remission of rates cannot be appropriatcsd by the 
owner of the ground-rent, but will represent so much 
gained by the occupier y>f the house. It will be observed 
that in establishing this propo.sition it has been stated 
that the remission of rates can exert no direct influence 
upon the price of building ground, fl’he expression ‘direct 
intiuenaj ’ has been employed because it may no doubt 
happen that a slight indirect effect may be exerted upon 
the i)rice of building ground by the remission of rates. 
The gain which will accrue to house occupiers from such 
a remission will enable them of course, if they please, to 
live in a somewhat better house. Thus a man who saves 
20/. a year from having to pay no rates may bo induced 
to take a better hou.se. {Again, it no doubt happens that 
a man often delays commencing housekeeping until ho 
thinks he is able to afford to take a house suitable to his 
position.^ T’he remission of rates, by lessening the cost of 
housekc'cping, would increase the demand for houses. It, 
therefore, follows that the remission of rates, by inducing 
some people to live in better houses, and by inducing 
others to commence housekeeping, would exorcise some 
influence on the demand for building ground. The price 
of this building ground would somewhat advance, and a 
small porti<m®of the benefit resulting either from a remis¬ 
sion or reduction of rates would fall to the share of the 
owners of ground-rents and of building ground. Making, 
however, full allowance for this, we still arnve at the con¬ 
clusion that by far the greater part of the advantage 
would, in ordinary cases, be undoubtedly appropriated by 
house (xjcupiers. We say ‘in ordinary cases,’ because it 
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is necessnry to point out that in au-tain excoptional in¬ 
stances the revoi-se of w)iat hius just been stati-d takes 
place, and the greater projxtrtion of the rates is paid, not 
by the occupier of the house, but by thi^ i>wner of the 
ground. The reader will probably p.TCeive that throiiglif 
out the above investigation it hiis been assutued that the 
area of building ground is not limited in (|uantity. It is, 
however, obvious that this assiunjrtioji is only true in ci i tain 
cases and with certain ipialitieatious. It is, for instaueo, 
perfectly well known that some houses possess a mono¬ 
poly of advantages so far as situation is concerned. .Some¬ 
times the advantage consists in beauty of prosj.ect. A small 
area of ground may command a beautiful vii.uv, and there 
IS no power whatever of increasing the number of hous.is 
built upon it. In other eases the advantage arises from 
convenience of situation liir business |.iur]ioses. (histomers, 
for instance, are more likely to be at.tracted to those shops 
which happen to be situated in the h-ading thoroughfares 
of our large towns. 'L’he competition for business ]U'emises 
possessing these exceplional advantages of situation is so 
'great that the rent is only in a slight degree determined 
by the value of the building itself Thus, business pre¬ 
mises at Charing Cross or in Londiard .Strei l. which may 
only cost lO.OOOf to erect may not imptoliably let for 
3000f a year. A profit of ten per cent, may be ng-arded 
as more than an amjile return ujion money invested in 
building. ConsiMpieiitly, in such a case as that just de¬ 
scribed, where the annual rent is dOOO/., certaiidy not 
more than lOOOf of this amount can fairly bo regarded 
as the rent of the building; the remaining 2()00f is the 
annual price or rent paid for the use ol the ground on 
which the building stands. Assuming that the rates on 
this building are 5s. in the pound, or, in other words, ToOL 
a year, we have to determine whether these rates are 
borne by the owner of the building or by the occupier. 
In order as far as possible to simplify the investigation, 
we will, in the first instance, suppose that the owner of the 
ground is also the owner of the building, and it will then 
be only nccosSary to determine wlndber, it rates were 
altogether remitted, the gain wordd be seoired by the 
owner of the building or by its occupier. It is at once 
obvious that the rent which the occupier pays is not 
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BOOK IV. regulated by the cost of erecting the building. The cause 
. which here determines value or rent is not, as in ordinary 
cases, cost of production, but the demand which exists at 
any particuliU' time for an article the supply of which 
cannot be increased beyond definitely assigned limits. 
■The rent of an ordinary house is ultimately determined 
by the cost of production, just in the .same way as the 
' price of ordinary coinnKHlities is regulated by the outlay 

involved in producing them. If, however, there is sofne 
article, the supj)ly of whicih cannot be increased, such, 
for instance, a,s a vase designed by a distinguislusd artist 
no long(3r living, it is evhlenb that its jirice is not in- 
rtueuccd by the original cost of producing it, but is solely 
controlled by the dehiand of those who may wish to pur¬ 
chase the vase. The demand which may be regarded 
as proving effectual in this casti, or, in other word.s, the 
demand which ultimately fixes the price, is to bo measured 
by the amount offered for the vase by the ijurcha.ser willing 
to pay for it the highest ])ricc. If wc in((uire why there 
is this demand for the viis(!, or why a j»er.son is willing to 
pay this highest price, wt! can only say that the desire 
maybe promi)ted by plcasui-e, or by a prospect of ultimate 
profit. Analogous considerations will show that the price 
or rent paid fi)r a house ])ossessing extx-ptional advantages 
of .sil.uation is only in a small degree inffuenced by the 
cost of building the hou.se, but is (hstermined by the 
highest price which anyone is willing to pay who wishes 
to occupy the house, (jither for purposes of pleasure, or in 
ord(;r to secure the extra trade profits which will result 
from the occupation of premises in a peculiarly favourable 
.situation. It is evident that this demand, whether prompt¬ 
ed by pleasure or by an anticipation of gain, is not in- 
flvicnced by the amount of rates which may be levied 
on the premise.s. Thus, assume that there are two sets 
of busine.ss premi.ses, one in the Euston Road, and the 
other at Charing tiross, which, so far as regards the size 
and general character of the buildings, are identical. It 
is by no means unreasonable to suppose that if the 
premises in the Euston Road let for 500t. a year, those 
at Charing Cross wotild let for 2,000i. If these should 
be the two rents respectively paid, the difference, 1500/. 
a year, would represent the pecuniary value possessed 
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Iw premises of this character when situated at Charing 
Cross, comparcid with the Eust-on Road. In saying ihat 
the rents are 2000Z. and 500/. respectively, it is as.sumc(l 
that these rents iueliule the ainomit ])aid in rates. Sup- I 
pose that there is a nniftu'm consolidated rate in tln.'.^ 
metropolis of 5s. in the pound; the aggregate rent of 
2000Z. which is paid for the huilding at (Jhariug (lros.s, 
will consist of 1000/. paid as rent to the landlord, and 
400/. paid as rates. The 500/. of rent for the huilding 
in Euston Road is composed of rent to landlord, 400/., 
and rates, 100/. Lot us now in(|uire what woidd take 
place if rates wens altogether remitted. What is tnie 
in the case of the entire remission of rates would, ]))■<> 
tanto, hold good in the case of reduction i>f rate.s. As 
the two buildings, which we are now con.sidtu-ing, are in 
every respect of the same size and character, it is manifest 
that the cost of creeling each must havi^ he(>n the .same. 
Let it he assumed that this cost was 4000/., upon which 
thi'H'is a return of S per cent. The liu.ston llo.ad jn-emises 
which let for 400/. a year may conse(]uently he regarded iis 
yielding ati ordinary nuit of .‘120/. a year .ind a ground-rent 
of 80/. The premi.ses at Charing Cross, in con.scMpnmca^ of 
their erection costing the same as those in the Kuston Road, 
yield the same ordinary rent, viz. 320/., anti the ground- 
rent will consetpiently he 12tS0/. The rt.'iiii.ssiou tjf rales 
would not in any way afiect the pecuniar} value for husinttss 
purposes possessttd by the house at Charing Cross. 'I’lic 
demand for this house would he the samtt as it was before 
the rates were remitted; consequently its ovvmer would 
be able to secure the .samt; rent for it, viz. 2000/. This 
rent of 2000/. previously consisted of three, distinct ele¬ 
ments; viz. 400/. rates, 1280/. ground-rent, and 320/. 
ordinary rent, or, in other words, the return for the money 
spent in building the house. The amount of this return 
is solely regulated by the ordinary rate of profit upon 
money invested in building, and is not, therefore, in any 
way affected by the remission of rates. Hence, when no 
' rates are paid, the aggregate rent is still 2000/. a year, 
and as the ordftiary rent still remains at 320/. a year, 
it therefore follows that the ground-rent will be increased 
^by 400/., viz. from 1280/. to 1680/. From these con¬ 
siderations it appears to be proved that in the case of j 
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BOOK IT. buildings possessing exceptional advantages of situation 
CH. vn. ^ charge on the owner or occupier^ of th( 

house, but upon the owner of the ground, because it hai 
just been shown that if rates were remitted, the savinj 
•resulting would simply represent so much added to th( 
ground-rent. When business premises do not possess am 
exceptional advantages of situation, it is evident, fron 
considerations similar to those adduced in the case 0 
ordinary dwelling-houses, that rates are a charge upoi 
the occupier or tenant. It still, however, remains for u 
to determine whether the tradesman who pays rates upoi 
his shop, and the merchant or manufacturer who pays rate 
upon a warehouse or manufactory, is able to shift th( 
burden of the.se ratess upon the purchasers and the con 
Are rates sumors of commodities. Putting this question in anothe 
premiss a ascertain whether rates are to be regarde* 

burden on as a deduction from trade-profits, or whether they are 
profits or tax imposed upon the consumers of merchandise. It wl 
mnurT^ show that the answer which must be give; 

I to this inquiry will be different under different circuir. 

I stances. 

j In the first place, let it bo assumed that the rates hr 
posed in different localities are the same, and that th 
home trader has to encounter no foreign competitioi 
Under .such circumstances there can bts little doubt the 
rates would be really paid by the consumer at»d not b 
the trader. If this were not so, any increase in rat* 
would represent so much taken away from the profits « 
trade. But if trade profits were thus diminished, the 
would sink below their natural level, and the force ; 
competition would at once be brought into operation ■ 
nistore them to their former position; for it is obvioi 
that capital would not continue to bo invested in bus 
ness if it could be more advantageously employed : 
other undertakings. We have next to inquire whs 
would take -place when rates are higher in some locality 
than in others. Those who carry on business in localiti 
where rates are exceptionally high would be unable ' 
shift the burden of the extra rates upon the consume 
because the competition of those localities where rat 
are comparatively low, would prevent the price of tl 
commodity being raised sufficiently to compensate tho 
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tnulers upon whom the exceptionally high rates are im¬ 
posed. • It is, therefore, i?vidont that the trade of a district 
may be seriously imperilled if it ha.s to bear rates much 
in excess of those which are levied in otiior hn-alides. A 
merchant or manufacturer may be unable to continue his* 
business, or may be induced to withdraw his capital to 
other localities, if ho has to bear the btirdcn ciu-t upon 
him by excessive rates. Summarising the conclusions at| 
which we have just arrived, it may be generally stated that 
rates, so far as they njpresent a uniform charge upon 
business premises, are a tax imposed upon consumers. In 
those cases when; rates are exceptionally high, the excess 
above the ordinary amount constitut(;s a special tax im¬ 
posed upon the tradem of the locality. 

Ill order to complete the investigation, wo have next to 
inquire whether the conclusions at which we have just 
arrived have in any way to be modified, when the compe¬ 
tition of foreign traders is taken into account. It has 
bexn shown that, as are oidinaidy a charge upon 

till' consumer, an increase of rates will raise tin; price of 
commodities. Such a rise in price, however, will at once 
stimulate foreign competition. The foreign proiluccr, 
anxious to avail himself of these high prices, will send us 
a greater quantity of goods. This augnientatiou in the ' 
foreign supply must e.xert an influence in reducing piices. ■ 
It vvill consequently follow that the home trader, when 
rates increase, will only be able partly to recoup himself 
by a rise in prices. The burden in this case will have to; 
bo shared between the trader and the consumer. The 
more rates are increased, the greater will be the ad van- 
tage given to our foreign comprititors. It may quite 
possibly happen, that a constant increase in rates might 
ultimately jeopardise the very existence of many branches 
of industry, in which there is a close competition between 
the home and the foreign producer. 

It may, in conclusion, be desirable to traile the inci¬ 
dence of rates when imposed upon such undertakings as : 
railways and gas,and water-works. Nothing can be more 
anomalous and confused than the inethods adopted for 
levying rates upon these undei-takings. It has been 
alr^y stated that rates arc levied upon the annual let¬ 
ting value of business premises, and not upon the profits | 
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BOOK IV. I realised from the business. In the case of railways and 

on. vir. water-works, rates are levied by*an absolutely utnntelli- 
tfgible process. They are, in a certain rough way, imposed 
I upon the profits realised. The laws of rating, so far as 
I'this kind of property is concerned, are simply a mass of 
heterogiuieous and contradictory jfxrgon, which no amount 
of human ingenuity can intcrjiret. A late eminent judge, 
in giving his decision in a dispute arising from the rating 
of some water-works, declared it to be impossible to recon¬ 
cile or to understand the various contradictory Acts of 
Parliament which bore upon the subjt^ct. We must, 
however, forbear from pur.suing this branch of the subject 
at greater length; for the 'object we have in view is 
rather to trace the incidence of rates than to adduct 
instances to prove how iunieratively our entire s^rstem o: 
local finance and administratioti rcriuires fundamentai 
reform. The rattts which are imposed on railways arc 
usually sui^posed to be a charge upon railway travellers 
and not a charge upon the projirii^tom of railway stock 
Some valid reasons, however, may be; adduced for arivin| 
at a different conclusion. It will be scarcely dc'nied tha 
there is a certain point at which railway farces might b< 
fixed, so as to return the maximum profit. Railway ma 
nageia very likely have hithcTto failed to discover thii 
point. Some competent authorities assert that the pro 
fits of railways would be greatly increased if existing fan' 
were considerably I'educed. But whether this shoul 
idtimately prove to be so or not, the fact still remainf 
that as railways are ordinary commercial undertaking 
primarily administered for profit, the facilities which ar 
offered for the conveyance of goods and passengers, so fc 
as fares and accommodation arc concerned, are such t 
will, in the opinion of directors and managers, yield th 
largest amount of profit. Bearing this in mind, let it b 
supposed that, in consequence of an increase of local rate 
an extra charge is thrown upon a railway. Wo hav 
therefore, simply to inquire whether the railway proprit 
tors will be able to recoup themselves for this ext; 
charge by increasing the fares for goods'and passenger 
, It certainly seems that such a question admits of but or 
answer. If fares could with advantage be raised after tl 
extra rates were imposed, why were they not raised b 
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lore / The original amount at which those faros wtjre 
fixed was supposed to indicate a point at which the max¬ 
imum hf profit would be realised. How, then, can i1, he 
imagined that an increase of rales would prompt railway 
proprietors to raise their faros, or, in other words, to do 
that which would lead to a reduction in their profits ^ 
Hence it follows that loc.al rates diminish the profits of 
railway shareholders, and any imju-iial tax h'viod on 
railways, such as the railway ]>assenger duty, has the sani<! 
(iffect. In cojToboration of this view it may be mentioned 
that when the railway jiassengcr duty was ri'dueed in 
1883, there was at once a gcnioral rise in the. value of 
railway shares. 

From analogous considerations it, folh^ws tixat rat(‘s 
imposed upon water-works and gas-works represent a 
charge upon the profits of these undertakings. There is 
a certain price which will yield a maximum of profit; 
and, conseijuently, a, rise in ])rice, instead of jaoviding 
eompensjxtion for an increase of rates, would simply tend 
t<i I'educe iirolils. It not iiidre'|uently happens, liowxnan’, 
that when an Act of Parlianuint is obtained for the con¬ 
struction of gas and waterworks, the proprietors m-e pro¬ 
hibited from appro])ria,ting to themselves a dividend of 
more than a fi.xcd amount, generally .10 per cent. When 
this ma-ximum dividend has been reai'hed, it is evident 
that rates are solely a i-harge upon the eonsunier, because 
if there were no rates there W'ould b(' so inuch more! of 
extra profits, to appropriate to a nHluction in the price 
of gas and watc.T. In those cases when; gas and water¬ 
works are owned by a municipality, there can be no 
object in rating them at all. If they are rnaile to pay 
rates, it is sim])ly taking money out of one pocket ami 
jnitting it into another. 

There is one peoidiar iujnsticc! associated with the 
pre.sont method of levying local taxation, upon which 
it is desirable to make a few remarks. It will be soi!n 
that the ineciuality to which wo refer ))re.ssvs with par¬ 
ticular severity upon the leasehold occupiers of dwelling- 
hoases .and business premisi.'s. It is, as we have shown in 
the last Chapter, a prominent chai-acteristic of local finance 
in this country, that the aggregate loctil expenditure each 
year exceeds by many millions the aggregate amount 
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which is raised by local taxation and by grants from the 
imperial exchequer. This excess of expenditure over re¬ 
venue, which amounts on an average, during the last seven 
years, to more than 12,000,000^. annually, hiis to be met 
by raising loans upon the security of the rates. It is sur¬ 
prising that the amount of local indebtedness, which is 
being rapidly accumulated throughout the country, has 
hitherto attracted so little notice. It has often happened 
in recent years that the imperial revenue has exceeded 
the expenditure by 3,000,UO()i. or 4,000,000^. a year; and 
yet we persistently ignore the fact, that the addition which 
is each year made to our local indebtedness greatly exceeds 
any diminution which is effected in our national obliga¬ 
tions. Every facility seetns to be given to local authorities 
to get into debt, and what makes the matter still more se¬ 
rious is that the circumstances under which these loans are 
contracted are frequently involved in inextricable confusion. 
This system of constantly borrowing is often justified upon 
the jdea that the money is devoted to works of permanent 
imjirbvemeut. But it is sometiiiKiS difficult to discover 
whether a portion of these loans is not occa.sionally applied 
to purposes which ought to be defrayed out of ordinary 
revenue. Again, it is frequently urged in didence of this 
system of borrowing for works of permanent utility, that 
at the time the loans are contracted arrangements an; 
entered into which will secure the reqiaymeut or redeitq)tion 
of the loan in a certain limited period. Thus, if 500,000/. 
is required for the carrying out of a new sy.stern of drainage, 
or for thi! construction of water-works, the money is raised 
either in the form of terminable annuities, or, which comes 
to the same thing, the local authorities consider that th(! 
loan involves a charge of six or seven per cent., and the 
amount of this interest above the current rate is devoted 
to the creation of a sinking fund, which will enable the 
loan to be paid off in a certain period, say twenty-one 
years. It is easy to show that this arrangement, instead 
of constitutifig a defence of the present system, is essen¬ 
tially unjust. If 500,000/. is, as we have supposed, raised 
for drainage purposes, or for water-work^ let us inquire 
what will take place if the loan is paid on in twenty-one 
years, seven per cent, interest being charged upon it 
during the period. The loan will obviously, upon this 
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hypothesis, throw upon the rates, during a period of »»<>« 
twenty-one years, an additional charge of 5,000/. a year. 

Suppose that just previous to the time when this loan 
was contracted, a man takes a lease of a house or of some, 
business premises for twenty-one yeans. During tins 
entire period of the lease he will be obligcid to contribute 
his share to the extra charge thrown u])ou the rates by 
this loan. At the expiiution of the lease, this improve¬ 
ment, which has cost 500,000/., is paid for. The owner of 
the leasehold property has not contributed a single 
shilling to the amount, although his property is pcsr- 
manently improved by the expenditure. I'lie tenant will 
probably timl at the expiration of the lease that his rent 
is raised in exact proportion to tin- extent to which the 
ju'operty has been improved. The laudhjrd will be able 
to say, “ You paid me 00/. before, but the hous(j is vvi'll 
worth 05/. or 70/., now that the town has becm so well 
drained, and now that there is a consinnt supply of 
water almost free of clnirge.” Of wliat avail will it bt^ 
for the tenant to plead that it is he and not the landlord 
who has paid for the drainage woiks and the water? 

Sooner or later, of course, just such a remt will bt^ charged 
for the house iis the house is worth. The wrong which ls 
in this way inllicteil on leasehold tenants is so entirely 
indefensible, that it seems inijiossible to understand how 
it has been so quietly submitted to. [.b'bau occupiers, at 
Iciist, have the remedy in their own hands, d’hey arc the 
majority of the ratepayers, and it rests with tinmi t,o 
determine whethi;r loans shoukl be raised at all, and il 
raised, under what conditions they shall be contracted. 

Loans raised upon the .security of county rates arc in a 
somewhat different j^sition, because thi' county magis¬ 
trates, being a non-elective body, are not stibject to tlu; 
ratepayers’ control. It is, however, to bi! observed that 
by far the greater portion of the loans has been^raised, 
not in rural, but in urban districts, and it is to this 
circumstance we must })artly attribute the, fact to which 
we have already alluded, that rates are now, on the 
average, in tl»e towns, nearly twice as high as they are 
in the country. 
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trades, 164 n. 

Bank Charter Act, 437, 447; tem¬ 
porary suspension of, 449 
Bank-notes, 436, 442; bank-note cir¬ 
culation of Great Britain, 442 
Bank of England, irosition and pri¬ 
vileges of, 436, 447, 452 
Banking, cooperation applied to, 275 
Barter, os a ifiethod of exchange, 317 
Baxter, Dudley, on national debts, 
142, 674 

Baxter, Et Hon. W. E., on co¬ 
operation, 260 


Bentham’s luoposal for exemptions 
from the income-tax, 545 
Bills of exchange, 369, 418, 135, 439 
Bi-metalism, 369 
lioams of arolli aiion, 249 
Bonding houses, 565 
Book credits, 441 
Bounties on exports, 380 
Bvassoy, Lord, on cost of labour in 
different cotmtries, 48; on wages, 
1.35, 138, l;3i) 

Bronze coinage, 358, 361 
Building Societies, 278, 297 
Business pretnises, incidence of local 
rates on, 62.3 

Gairues, on effect of gold discoveries, 
60; on tiie wages-fuiid, 132; on 
incroase of population in Ireland, 
144; on economic defects of slavery, 
304; on the gold discoveries, 487 
Canons of taxation, Adam Smith’s, 
521 

Cam(id, a reciuisite of production, 11, 
*145; (Icfinition of, 17,29; glut of, 26; 
ffixed and circulating, 39; prodne- 
fiveness of, 49; increase of, 82, 
177; attracted by exceptionally 
liigh profits, 155, 342; effect of 
export of, 180 

Cheques, a snlistitutc for money, 369, 
436, 438, 443 

Chinese, p^l tax on, in Australia, 90 
Coal, rise in price of, in 1872-4, 136, 
333 

Colonisation, Wakefield on, 59 
Combination of labour, 58 
Commercial treaties, 399 
Commercial panics, 447, 449 
Commons, enclosure of, 238 
Ci^mggjal^jpgj^effectj O^^ on wages, 112, 
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163, 343; qn profits, 164,167, 342; 
ofi^ent, 115,327 

Conacre, 217 

Consolidated Fund, iuoreasitig ten¬ 
dency to tlirow local charges on, 
612, 618 

Consunij))>ion, productive and unpro- 
J ductive, 15; unproductive, dimi- 
J nishes wealth, 22 
Conversion of circulating into fixed 
1 capital may injure labourers, 41 
(Cooperation of labour, simple and 
complex, 58 

^Cooperation applied to farming, 202, 
255, 272; as a remedy for strikes, 
251; principles of, defined, 2.55; 
hindered in Rugland by legislation, 
277; aided by the state in France, 

^ 292 

Cooperative Stores, 67, 256, 259; 
Bochdale I’ioneers,258,277; Whole¬ 
sale Society, 263; production, 267, 
271; banking, 275 
iCopartnership, 250; adopted by M. 
Leolaire, 251; by Messrs Briggs, 
254; by Messrs Crossloy, 253 
Cost of carriage, in international 
trade, 383, 399 

Cpst- ^ labour, Lord Brassey on, 48; 
"Jas affected by education, 48; J. S. 

I Mill on, 172, 175; as affected by 
•price of agricultural produce, 471 
Co|yi„jitpcod«etion, in its relation to 
value or pricq, 339 ' 

Coltiera,.,tLa Irish, 205, 215 
Coffioh famine in Lancashire, 169 
Cotton trade, activity in the, 157, 

164, 341 

Credi^ in retail trade disadvanta- 
■jtSbug, 261; definition of, 428; aids 
the production of wealth, 431; 
influence of, on prices, 435, 439; 
various forms of, 435; as a means 
of increasing purchasing power ,444; 
as a means of speculation, 445 
Credit banks in (xerffiany, 275 
CiucfUtfiy, the silver and bronze, of 
England, 361, 411; gold, 359, 368; 
convertible and inconvtjrtible, 448, 
452, 455 

Custom and competition as control¬ 
ling rent, profits and wages. 111 

Debt, the English National, 32, 33 
Debts, vast increase of National, 142 
Demand and Suunlv. as rcgulpthig^ 


( wages, 133, 246; as regulating 
prices, 821, 345; as regulating 
value of gold and silver, i^71; 
crxualisation of, in international 
trade, 384 

Dem^pd, lor commodities, not a de- 
"Tmand for labour, 21; effectual, de- 
J fined, 321 

Depmeiation in value of silver, 499; 
i-eport of Parliamentary Committee 
on, 503 

Depreciation of gold, 357, 484, 487, 
490 

Depression of trade, effect of, on pro¬ 
fits and wages, 167, 168 
Derby, Earl of, on agriculture, 221 
Devon’s, Earl of, Irish land commis¬ 
sion (1845), 217 

Difficulty of attainment, an element 
of value, 323 

Diminishing productiveness, law of, 
74 

; Division of labour, 51; Adam Smith 
; on', Sll L B. Mill on, 52; Babbage 
^ on, 55 

Dorsctshirelabourer, condition of, 153 
Double standard, disadvantages of, 
359, 514; as adopted in Franco, 
362 

East’s Act, 587 

Education Act (1870), 195 235 n., 

608 

Education, effect of, on cost of la¬ 
bour, 48; on wag(.‘8, 231; on effi¬ 
ciency of labour, 232; on crime, 
233; on intemperance, 234; on 
pauperism, 234; free, 106, 302, 
609 

‘ Effectual Demand,’ definition of, 
321 

Elizabethan Poor Law, the, ,585 
Emancipation of serfs in llnssia, 202 
Emigration, beneficial effect of, 140, 
236; cannot be regarded as a iier- 
manent remedy for over-popula¬ 
tion, 148; State aided, 609 
Emigration of Chinese to Australia, 
90 

Enclosure of commons, 238 
English shipping trade, predomi¬ 
nance of, 408 • 

Epaibk,aaA,.imipt » tgr ol England, 
increase of, 134, 490; tend to an 
equality, 406 

Exports, of England, permanently 
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less than her imports, 407; of India 
permanently exceed her imports, 
4 ^<) 

Export of capital, effect of, on wages 
and profits, 180, 472 

Factory Acts, the, 600 
FriTHiriVgJ'lltrBe arid small, 67, 183; 
how to combine the advantages of, 
202; cooperative, 254, 272 
‘Favourable’ and ‘unfavourable ex¬ 
change,’ moaning of these terms, 
421 

Franco-German war, economic effects 
of, 30, 87, 203 

F’reo education, 106, 302, 600 
F'rce t rade, in corn, 76, 566; effisd of, 
in reducing jirice of food, 80, 137, 
567: in ab.sorbiiig the new supplies 
of gold, 180; carried by Sir llobert 
Peel, 136; benefits of, 306, 564 
Frgg,J*a(iB.-anU..protection in Austra- 
bii, 560 

Friendly Societies, 230 
Foreign eommerce, 316, 370; beiudlt 
of, to consumers, 304 
Foreign loans, effect of, on accumu¬ 
lation of capital, 86 
F'ourier, 101, 103 

George, Mr Heni’y, on condition of 
labouring poiiulation, 135; on 
nationalisation of the land, 283, 
285 

Germany, demonetisation of silver in, 
-103, 501, 513 

Giffen, Mr Kobert, on value of agii- 
cultural laud of England, 286 
Gilliert’s Act, 587 

Gladstone, lit lion. W. E., reduces 
duty on light wines, 372, 553 
Gold, discoveries, effect of, in Austra¬ 
lia, 60; advantages of employing, 
to fulfil the fune.tions of money, 
356; discoveries, effect of, on value 
of gold, 357, 481, 187, too; used in 
manufactures, 367; circumstances 
which regulate the demand for, 
368; transmitted as ordinary ar¬ 
ticle of commerce, 412, 4‘27; fluc¬ 
tuations itwvaluc of, 485 
Goscheti, Rt Hon. G. J., on the 
appreciation in value of gold, 485, 
493 

Government Annuities Act, 599 


Government work for the unem¬ 
ployed, 230 

Grants in aid of wages, evils ot, 687 

Henley, Mr, on eondition of North¬ 
umbrian peasants, 601 
Honscs, incidence of rates qp, 621 

Ignorance, effect of, in keeping wages 
low, 153 

Importation of food, effect of, on 
))riee of agricultural produce and 
on rents, 330 

Ijiiports and exports, ot England, iu- 
creasi' of, 131; tend to an equality, 
406 

Imports of England jrennaneiitly in 
excess of her exports, 40(); of 
India permanently less than her 
exports, 406 

Incidence of taxation, 541; of local 
taxation, 615, 620, 621, 6‘27 
Income-tax, 529; different effects of, 
when paid out of income an/1 when 
jiaid out of capital, ;17, 511 ; ob¬ 
jections to a graduated, 540, 546; 
unsuited to India, 543; exemptions, 
515 

Inconvertible currency in U.S.A. and 
in Enghind, 152; iu Franco, 455 
India, economic condition of, 87, -109, 
516; decline in the demand of, for 
silver, 503 

Indian >Salt-tax, 39, 84; Iiand-tax, 
28-1, SIR; ‘Home Cluirges,’ 505 
Indirect taxes, 550 
Iniennitidrial Society, the, 282 
luternatioual trade, 379 
Interest, rate of, affects saving, H5; 

I ■ remains constant at .same time ainl 
[ jilace, 161; valuations in rate of, 

[ 457, ir)2 

Irish Tiand Act (1881), ‘204, 219, 288; 
(1870), 218 

Irish Iiand tenure, ‘201—215, 217 ; 
Oommission (1845), 217 

Jovous, on effect of the gold dis¬ 
coveries dn prices, 487 
Joint-stock Banks in London, amount 
of deposits in, 432 n. 

Joint-st<H-.k Companies, effect of, in 
WPItthig- capital, 66 -7 ; 262 

j^hqur, a requisite of production of 
'"’wwtTth, 12, 14, 17; productive and 
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1 unproiiuctive, 13; productiveness 
1 of, .varies in different countries, 48; 
j division of, 51; effleienoyof, pro- 
Imoted by education, 234 
Labour-saving machinery, in U.S.A., 
140; effect of, on wages, 139 
Lancashire cotton famine, 169 
Land Acts, Irish, 204, 218, 21^, 288 
Land, a requisite of production, 11, 
■“-'46; varies greatly in productive- 
ness, 73, 11(> 

Laud laws in England, 191, 288 
Land reform in England, 289 
Land tax, in India, 284, 616, 578; 

in England, 579 
LandtejpM!a<ia.Ireland, 204-5 
LasSBle, 282 

Latin Monetary Union, 501 
Law of the increase of land and 
labour, 71, 77; of diminishing pro¬ 
ductiveness, 74; of the increase of 
capital, 82 

aws, to regulate wages, 224; to 
regulate length of a day’s work, in 
U.S.A., 226; to regulate length of 
a day's work, advocated in France, 
227 

Leclaire’s co-partnership scheme, 
251 


''4lercautile system, 8, 380, 422 
Metayers, 99, 205 
Metropolitan Poor Act, 594 
Migi-ation, of capital, 164, 342; of 
m labour, beneficial effects of, 236 
'Alill, John Stuart, definition of pro¬ 
ductive labour, 12; on the wages- 
fund controversy, 131; on Eicardo’s 
doctrine that rate of profit depends 
on wages, 171; on cost of labour, 
172—175; on peasant proprietors, 
183; on protection in a young 
country, 5(i9; on the vmoarned in¬ 
crement, 288; on excei>tionally 
high rate of discount for foreign 
bilis of exchange, 425; on effect of 
speculation on prices, 445; on 
over-production, 482; on the in¬ 
come-tax, 545 

Mineral produce, laws governing 
value of, 326, 331 

Mining industry highly speculative, 
488, 497 

Mint, regulations of the, with regard 
I to coinage, 361, 364, 411 n. 

4 Money, functions of, 317, 352; dif- 
jferent substances used as, 351; 
[qualities desirable in substance se- 
dected to be used as, 354; value of. 


Legal tender, 362, 436, 453 
Leicester, Earl of, on agriculture, 221 
Life insurance. State aided, 297 
Liverpool, local finance of, 605 
(Loans, effect of, on increase of oapi- 
: tal, 33, 35, 86; for public works 
i in India, &o., 34; compared with 
* increased taxation, 37 
Local expenditure of Great Britain 
and Ireland, 603 

Local finance, complexity of, 607 
Local revenue, of London, 603; of 
Liverpool, 605, 609 
Local taxation, Mr Palgrave on, 602, 
617; Mr Purdy on, 617 
Local taxes on commodities, 614 
London, local finance of, 603, 615 

Machinery, opi>ositiou qf labourers 
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Morley, Mr John (Life of Cobden), 
on physical suffering caused by 
protection, 137 

National debts, 32, 574; national 
debt of England, method of re¬ 
ducing, 574 

Nationalisation of the land, 107, 282; 
as advocated by Mr Henry George, 
283, 285; by Mr A. It. Wallace, 283 

National poor rate, objections to a, 
598 

Natural price, 332 

Natural rate of profit, 163, 342 

Over-production, meaning of, 479 

Owen, Bobert, 101, 105 


. to, 43, 242 

AMalthus on Population, 143, 177 
Margin of cultivation, 121, 127, 328 
Marshall, Mr and Mrs, on Trade 
Societies, 244; on the Schulse- 
Delitssch credit banks, 276 
Martineau, Harriet, on physical suf¬ 
fering caused by protection, 130 


Palgrave, Mr R. H. I., on local taxa¬ 
tion, 602, 617, 618 
Panics, commercial, 447, 449 
Paris and Orleans llaUway, profit 
sharing in the, 251 
Paris, cooperative production in, 271 
IPaoperism, cost of, under the old 
\ Poor Law, 590; in England, Boot- 
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land and Ireland compared, 693, 
(596; ill various English Uiihms 
/Compared, 696; increased by intiT- 
I ference with women’s labour, 600 
’easant proprietors, 109, 1H2, 196; 
jCiiUivators, 110; aided by the 
‘state, 293 

’^el. Sir Itobert, the fiscal reforms 
of, 130; author of the Bank Cliartoi 
Act, 417 

'crmanont scttlonient, the, in India, 
284, 516 

'olitical Economy, definitions of, 
4, 46 

'oil-tax on Chinese in Australia, 90 
'oor Law, socialistic elements in the, 
102, 301; cheeks on population, 
230; origin of, in England, 683; 
th(^ Elizabethan, 686; Commission, 
688; the New, 589, 692; evil clTee.ts 
of the old, 689; the Irish and 
Scotch, 693; advantages of a, 698 
'oor rate,objections to a national,698 
'oor rates, incidence of, 661 


Profit-sharing, Mr Sedley Taylor on, 
‘260 II. • 

Protection, abandoned in England, 
1.36: the theory of, 501; Mr I), A. 
Wells on, in U. S. A , 071 
Public Works Loan Commissioners, 
functions of, 291 * 

Public Works, construction of, by 
the (roverninont, 291 
Purdy, Mr, on incidence of local 
taxation, 617 

■^lack-rents, 116, 207, 216 
llaiUvavH, incidence of local rates on, 
627 ■ 

Kate of interest, affects saving, 86; 
how connected with price of land, 
460; varies in different countries 
and at different times in the same 
country, 467, 462 

■llate of jirofit varies in different 
countries, 121; in different trades, 
163 

Hates, incidence of local, (>14, 619, 


'opnlation, increase of, in Victoria, I <>2] 
iii; effect of increase <d', on cost of \ ‘lleciprooity’, fallacies of, .3!)8 
agricultural produce, 76, 79, 126, ■\Kent, Kieardo’s theory of, 74, 116, 
330; in raising rents, 1‘26, 330; 17‘2, 3‘28; a.s controlled by com- 


on wages, 138, 179; Malthus on, 
143, 177; Cairnes on increase of, 
■in Ireland, 144 

'rice, definition of, 316; commodities 
divided into three classes in respect 
of their, 319; of commodities ab- 
soluteljr limited in quantity, 320; 
of agricultural and mineral pro¬ 
duce, 3‘26, 366; of agricultural 
produce, not influi'uced by rent, 
129, 329; of manufactured com- 
raoditios, 338, 344; of gold, 364; 
as affected by cost of production, 
340; inftuenced by credit, 435,439, 
444; as influenced by speculative 
purchases, 446 

’rimogeniture, English Law of, 191 
’rivate property, rights of, 98 
'reduction, requisites of, 10, 44; on 
large and small scale, 63 
'rofits consist of three elements, 169; 
natural rate of, 163; effect of com¬ 
petition oy, 164, 826; how far de¬ 
pendent on wages, 170; why higher 
in some countries than in others, 
469; relation of, to prices, 466; 
tend to diiyinisb as a nation ad¬ 
vances, 471 


petition, 116,327; by custom, 99; 
how affectisl by agricultural iin- 
))ri)vempnt.“, 1‘23 ; by variations in 
rates of wages and profits, 126; 
by increase in iW)nilatiou, 127; a 
poition of, consists of interest on 
capital spent in improvements, 
128; not an element in (he price 
of agricultural produce, 1‘29, 329 
Kicardo’s theory of rent, 71, 116, 
172. 328; obj(!Ctions to, 117 ; im¬ 
plies the existence of active coin- 
\ iretition, 130 

"^Kicardo on irrofits and wages, 170 
Koclidale Pioneers’cooperative stores, 
257; coo]ierative production at, 
267 

Salt-tax in India, 39, 84 
Saving, affected by rate of interest, 
85, 469; by ‘effective desire of ac¬ 
cumulation,’ 83, 468; by habit-s of .. 
thrift and foresight, 83 
Savings Banks, 197, 301, 600 
Sohnlzo-Delltzsch, Herr, the founder 
of cooperative banking, 276, 282 
Serfs, emancipation of, in Kussia, 202 
^ttled Land Act (1882), 192 
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Settlement, Laws of, 58B 
Shaftesbury Park Estate, 279 
Shipping ti-ade of England, predo¬ 
minance of, 408 

Sidgwiok, Mr Henry, on wages-fund 
oontrowrsy, 132 «. 

Silver, as fulfilling the fuuctidfis of 
money, 360; recent increase in 
annual supply of, 367, 492, 500; 
eoinoge in England, 361; eflteot of 
demand for, on value of gold, 492; 
demonetised in Germany, 493, 
501, 513; depreciation in value of, 
499; decline in demand for, 503; 
plate, amount nniinally mauuOic- 
tured in England, 502 
Sismondi on metayers, 214 
, Slavery, economic effects of abolition 
of, in West Indies, 89; economic 
defects of, 110, 304 
Slave labour, Hon. C. Clay on, 310 
Smith, Adam, Wealth of Nations, 8, 
380; on division of labour, 51; on 
causes of different rates of wages 
in different employments, 149; on 
laws of settlement, .588; on boun¬ 
ties on exports, 380; mistaken ns 
to connection between profits and 
I)riccs, 406; on taxation, 620, 553 
' Socialism, 100; State-aided, 282 
Soetbeer, Dr, on relative value of 
silver and gold, 507 
Specie payments resinned in TJ. ,S. A. 
and Italy, 493, 502; suspension 
of, in England, 452; in Erance, 
455 

Speculation, promoted by credit sys¬ 
tem, 445 

Standard of value, 358 
State aided, socialism, 282; work 
for the unemployed, 230; public 
works, 291; industry, 292; coope¬ 
ration, 293; peasant proprietors, 
294; industrial dwellings, 295; life'^- 
insnrance, 297; emigration, 009 
State-ownership of land in India, 
284; in Australia, 284 
‘ Stationary State,’ the, iid 
^tatute of labourers, 225 
Strikes, 239, 242; influence of, on 
wages, 243; involve great loss of 
wealth, 248; due to antagonism of 
1 interest, 249 
St Simon, 101, 102 
Substitutes for money, 309 


Taylor, Mr Sedley, on copartnership 
or profit-sharing, 250 n. 

Taxation, canons of, 521; general 
principles of, 519; incidence of, 
640; local, 002 

Taxes on income, 37, 529; objections 
to graduated, 540, 546 
Taxes on raw material, 39, 558; on 
commodities, 537, 650; on exports, 
559; can seldom be made ad va¬ 
lorem, 552, 010; on imports, 503; 
for the purpose of reducing debt, 
574 

Telegraph drafts as instruments of 
ereilit, 4.38 

Tenant right in Ulster, 218; in 
England, 219 

Tenants’ Compensation Act (1883), 
288 

Tendency of exports and imports to 
an equality, 400 

■■/Thorntdn, W. T., on the wages fund, 
131; on peasant proprietors, 183 
Titlie Commutation Act, 124, 581 
Tithes, 680 

Tooke’s History of Prices, on effect 
of speculative purchases on prices, 
446 

radcs Unions, their influence on 
wages, 157, 195, 239, 240; Iloyal 
Commission on (1809), 239, 252, 
270; formerly opposed machinery, 
242; formed by employers as well 
as by employed, 247 
Treaties, commeicial, 399 
Turgot on metayer tenures, 211 

Ulster tenant right, 218 
Unearned increment, doctrine of the, 
288 

Unemployed, ought the Government 
to find work for the, 230 
Union Chargeability Act, 594 
Utility in its relation to value, 823 

*yagrancy. Acts to suppress, 584 

■Value, definition of, 315; commodi¬ 
ties divided into three classes in 
respect of their, 319; of commodi¬ 
ties of which supply <is absolutely 
limited, 320; of agricultural and 
mineral produce, 320; of agricul¬ 
tural produce not influenced by 
rent, 129, 329; of tnanufaotured 
commodities, .3.38, 344; as affected 
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by coat of production, 340; of ail- 
ijfr and gold compared, 507 

Wagea, tia intlnenced by demand and 
aupply, 13,3, 246; Lord Jiiaaaev 
on, 48, 1.36, 138, 139; have not 
increased |>roportionally with the 
increase of wealth, 137; effect of 
increase of jiopulation on, 13s, 147, 
17!); of machinery on, 13!); of ex¬ 
port of capital on, 141; of warlike 
expenditure on, 142; depend on ra¬ 
tio between labouring population 
and wages fund, 148; e.auscm of 
variation in, in different einploy- 
ments, 14!); in different localities, 
153; influence of coinniereial pros 
perity on, 156, 341; of 'Prades 
unions on, 157, 239, 241; of legis¬ 
lation on, 224; of national edu¬ 
cation on, 231; of allotments on, 
237; of competition on, 112, 245; 
of women dcipriissod by out-door 
relief and by legislative interferei\ce 
with tlu'ir labour. 666 

Wages-fnnd, controversy on l.he, 131 
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Wakefield, on combination and co- 
op<;ration of labour, 58; on tlieory 
of colonisation, 59 
Wallace, Mr A. K., on nationalisation 
of the land, 283 

Wars, rapidity with wliich nations 
recover from losses caused by, 80; 
should they be paid for by in- 
cci'iised taxation'^ 32 
Wealth of Mations, by Adam Smith, 
8, .380 

Wealth, the subject-matter of politi¬ 
cal economy, 4; definition of, 6 
Wells, .Mr 1). A., on jiroteotion in 
U. S. A., ,571 

Wheat, i)ri(;e of, in England, 76 
Wholesale Cooperative Society, 263 
Womi'U, wages of, 600 
Workhouse test, the, 586 

Young, Arthur, on )ienaant propr ie¬ 
tors, 183, 185, 188; on metayer 
tenui-e., 208 

/j.ncko, llev. Darham, <in peasant 
proprietors, 190 //. 
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FAnLE.s, with Modem Instances, shown in 
Designs by Randolph Cal«fx:ott. 410. 5f. 

AGASSIZ (Louis): His Lirii and Corres¬ 
pondence. Edited by Elizabeth Cary 
Agassiz. 2 vols. Crown 8 vo. i8r. 

AINOERJ^Rev. Alfred).—S ermons preached 
IN THE Temple Church. Extra fcp. 8vo. 6s. 
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AIRY (Sir (.7. 'rKFATi'-K 1 'N thi: Ai gf- 

BKAICAL ANn NuMliKICAL ThKOKY OF 
Errors oi- Obsi-.rvation and the C‘t>M- 

B.IN Mt>v 01 On’-BCRVATIONS. (')•. .8vo Oa. («f. 

PoruLAR Astronomy. M’iih Illustra¬ 
tions. I-'cp. 8vo. 4.9. 6^/. 

-As K.lkmlntaky I'rka I tsK on Partial 

DiKFKKE.V riAL Ji.(^UATK».SS. ('r. 8vo. 5J. fwf. 

Sound .\nm) ArMo.si-iu-.RB: Vibra¬ 
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Gka'. 11 a 1 ION. An h'.lenientavy ICxplana- 
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Solar System. . nd Edition. Cr. Svo. -js. 6 ii. 
■MTKh'N (Mai'y Carlyle).--- .Scotiish Som.. 
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Intime. Translated ^ Mrs. Humphrv 
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AN ANCIENT CITY, AND OTHER 
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ANDREWS (Dr. Thomas): The Scientific 
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D.D. Crown 8vo. 6 s. 
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Thoughts. i8mo. 4^. 6 ef, 

AULUS GELHUS (Stories from). Edited 
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Crown 8vo. 6s. 
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Dalton. 2 vols. Medium Bvo. 525. 6d. 
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BACON'S ESSAYS AND COLODRS OF 
GOOD AND EVIL. With Notes and 
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- IvssAYS. Ji^dited by Prof. F. G. Seluy, 

M.A. Globe 8 VO. 2^. 6 d. 
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Essay on the Foundations of Belief. Svo- lar. 
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BALL (Sir R. S.).— Experimental Me¬ 
chanics. Illustrated. New Edit. Cr.Svo. 
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-A Short Account of the History of 
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Baxtp:r (“ Le.ader Scott "). Cr. Svo. 7s. 6d. 
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World. With Index to 100,000 places. 
Folio. 2/. T2.V. 6 d . net. 
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BASTIAN (H. Charlton).— The Beginnings 
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Crown Svo. hr. 6^4 
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BATHER (Archdeacon).— On some Minis¬ 
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Vaughan, D.D. Fcp. Svo. 4s. 6d. 

BATH (Marquis o 0 -*-Observations on 
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BEAUMARCHAIS. Le Hakbirrdk Seville, 
ou Le Pri^autio.v Inutile. Comedie en 
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BECICER H.X --Distukiikd Ireland. 
Letters written during 1880-81. Cm. 8vo. 6s. 

BEESLY (Mrs.). — Storie-s from the 
History OF Rome. Fcp. 8vo. 2s. 6(i. 

BELCHER (Rev. H.). -.Short Exekclses in 
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-Short Exercises in Latin Prose Com¬ 
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BETTANY(( L T.).— First Lessons in Prac¬ 
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BIGELOW (M. M.).— History of Proce¬ 
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BIKfeLAS..-LouKis I ..aras; or, The Re¬ 
miniscences OF A Chiote Mf.rchant 
DURI.NG THBGkBEK WaROF INDEPENDENCE. 
Translated by J. Gbnnadius, Greek 

Minister in London. Crown Svo, 6d. 
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Crown Svo. 6 j. * 
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Sketch of the Distribution of Land in 
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Course of Lectures drliverkd is the 
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-Modern Utilitarianism ; or, The Sys- 
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BIRKS (I’homas Rawson).— The Difficul¬ 
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and Judgment, and Edit. Cm. Svo. sx. 
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tion. 2nd Edition. Svo. i2f. 6#/. 

- The New Testament. Essay on the 
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-Supernatural Revelation ; or, First 

Principles {>p Moral Thf:ol(>gy. 8vo. 8 f. 

-Modern Physical Fatallsm, and the 

Doctrine of Evolution. Including an 
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“ First Principles.” Crown Svo. (iS. 

- Justification and Imputed Rk.hte* 

OUSNF.SS. Being a Review of Ten Sermons 
on the Nature and Effects of Faith Jamp:s 
Thomas O’Brien, D.D., late Bishop of 
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BJOKNSON.—SynnovbSoi uakkkn. Trans¬ 
lated by Julie Sutter. Crown Svo. 6 s. 

BLACK (William).— The Strange Adven¬ 
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-A Princess of ' 1 ’hule. Crown Svo. 6s. 
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Tales. Crown 8vo. 6 s. 

- Madcap Vior.KT. Crown 8vo. (xs. 
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Crown Svo. 6.t. 

- Maclkod of Darp.. With Illustrations 
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Crown Svo. 6f. 

- Thp: Beautiful Wretch : The Four 
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Crown 8vo, 6s. 
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BRIDGES (John A.).- Idyms of a Lost 
ViiLAoE. Crown 8vo. 7r. 6^/. 
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- The Hei.vetian War. Selected from 

Book I. of *‘The Gallic War,” with Notes, 
Vocabulary, and Exercises, by W. Welch 
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-A Tangled Tai.e. Rcprinteil from the 

“ Monthly Packet. ’ With 6 Illustrations by 
Arthur B. Frc.»si*. Crown 8vo. 4.1. (x/. 
- Sylvie and Bruno. With 46 Illustra¬ 
tions by Harry Fi'kniss. Cr. Svo. js . ( id , 

-The Nu%seky“ Alice.” Twenty Coloured 

Enlargements from Tk.sniei.’s Illustrations 
to “Alice’s Adveriture.s in Wonderland,” 
with Text adapted to Nurser>' Readers, 
4to. 4^. 

CARSTARES (William): A Character and 
Career of the Revolutionary Epoch (1649— 
1715), By R. H. Story. Svo. 12s. 
CARTER (R. Brudenell, F.C.S.). A Prac¬ 
tical Treatise on Diseases of the Eyk. 
8vo. I dr. 


$ 


MACMILLAN AND CO.'S 


CAR'l'KR (R. Hrudenell).—E yesight, “Good 
AND Bad. Cr. 8vo. 6i. 

-Modern Operations for Cataract. 

8vo. '6s. 
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-Thk Academics. Translated by J. 
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hU Letters, and a Memoir by his Wife. 
Crown 8vo. 7s. 6>i. 

COAl..: I ts History and It s Uses. By 
Profs. Gum 'I'hokpl, Kitkkk, 

and Marshall. Svo. i jf. o//. 

COBDEM (Richard.). Speeches on Ques¬ 
tions OK PiMiLic Policy. Ed. by J. Bright 
and J. K. 'ritokoLu R<k;eks, GI. 8\o. yv.tti. 
COCKSHO'I T (A.; and WAT.'l KRS (F. B.). 
- A ’I'kkatise on (iivOMi-n i:k.ai. Conics. 
Crown 8vo. 5.r. 

COHFIN (D. Julius. B.b -Thf Owe.ns Coi.- 

l.EfSK (.loHRSK OK J’kACT-ICAI. OkGANIC 

Chemistry. Fcp. Svi^. as. <W. 

COI.HECK (C.).— French Readings ki«>m 
Ko.man Hj.stoky. Selected from various 
Authors, with Notes. i8ino. 4^. Or/. 
COLKNSO. I'hk Cdm.munion Service 
FROM THE Book ok Common Prayer, with 
Select Readings from the Wkittntis ok 
the Rev. K. U. Maurice. ICdited by the 
late Bishop Ctn.isN.so. 6th Kd. i6mo. sf. 6</. 
COLERIDGE.— The Poictical and Dra- 
MATic Works ok* Sa.muei. 'PAVt-oR C.'ole- 
RIDGE. 4 vols. Fcp. 8vo. 31.V. 6</. 

Also an Edition on 1 .arge Paper, 2/. 12.f. 6r/. 

COLERIDGE. By IL D. Traill. Crown 
8vo. Jf. 6r/.; sewed, i.f. 

COLf.EC: rs OF the CHURC H of F.NG- 
LAND. With a Coloured Floral Design to 
each Collect. Crown 8vo. xif. 

COLLIER (John). — A Primer ok Art. 
x8mo. If. 

COLQUHOUN.— Rhymes and CtiiMEs. By 
F. S. CoLguHou#(«/V F. S. Fuli.er Mait¬ 
land). 35 xtra fcp. 8vo. 2f. 6r/. 

COLSON (F. H.).- -First Greek Reader. 
Stories and Legends. With Notc.s, Vocabu¬ 
lary, and Exercise.s. (Bobe 8vo. 34*. 
COLVIN (S.).- -Landor. Crown 8 vo. if. 6f/.; 
sewed, if- 


COL'f IN (S.). —Selections from the Wri¬ 
tings OF W. S. Landor. i8ino. 4f. 6f/. 
Keats, Crown 8vo. if. 61I. ; s^ed, if. 
COMBE. -Life of George Combe. By 
Charles Gibbon. : vols. 8vo. j-if. 

-Education; Its Puin i pi ks .ind Prac¬ 
tice A.s Dkvki.iu’EI' <Ii.i>kgf. Combk. 
Pidited by W illiam Joi.lv. 8vo. 154*. 
CONGREV^E (Rev. John}.- ific.H Hopes 
and Pi,EAmN<;s for a Reasonable Faith, 
Nom ’.u Thov'-.hts, L.yrgek Charity. 
Crown 6vo $s. 

CONSTABLE (Samuel). -GhtiME ruiCAi. Ex- 
KKUisas FOR He»,).nn'i,r.s. Cr. 8vo. 3f. 6</. 

CONWAV (Hugh).—A Famuv Affair. 
t rlobe 8vo. vs. 

— — I.IVI.NT. OK Dr.lO. (Jlobc 8vO. 2 f. 

COOK (Capt.a;n). B\- Waiter Besant. 

Willi Portrait. Cniwii 8vo. 24*. 6d. 

COOKF. (K. '1'.). A P .PULAU Handbook 
TO THE National Gai.i.ery, Including, 
by special permission, Notc.s collected from 
the Works of Mr. Rusk in. <'r<jwn 8vo, half 
morocco, i^*. 

Also an Edition on Large Paper, limited to 
J.So Coplt-S. 3 vols. 3 vo, 

COOKE (Josiah P., jun.). Principles of 
C iii-MicAi l*HiL»»soi'HY. New'E<1. Bvo. l6f. 
REr.naoN .vndChemist ky. (A*.8vo. ys.Stf. 

-k.I.K'UKNTS «»l* (.HE.MICAL PHY'SICS. 4lh 

E<lition. Royal Hvo. jif. 

COf)KERY. M iDDi.t, t'l ASS Book. Compiled 
for the MancliestiT School of Ctiokery. Fep- 
8 vo If. 6 r/. 

CO-OPKlCVriON IN rilE UNITED 
S'l'A'PES: History ok. I'hlited by H. B. 
Ad.yms. 8vo. isv. 

COJM-. (E. M.). An Ini rodlctiontoAris- 
To-i i k‘.s R HE (Oku;. 8%o. 14.?. 

COPF.(E. D. . —'I'hk Orb.IN oi- i hk: Fittest. 

Kssay> on In volution, dvo. i3f. hr/. 

CORRh. T'l’ CJulian;. - 'I hk i okAsgard: 
.\ Tab* of St, Olaf’s Day. vols. t2.v. 

-Fr-K Goi» AND Goi D. Crown 8vo. 6f. 

— Kiiphi’i ca the Tmirtlilsth. 2 vols. 
Globe 8 VO. i 3 f. 

- Drake. With Portrait. C'r. 8vo. :;f. 6f/. 

-Monk. With Portrait. Cr.Svo. 2f. 6</. 

CORF (T. H.). - ijL KSTIONS ON BAt.KOUH 
.Stp;wai<t’.s •• Les.sons in Ele.me.ntaky 
P lIYSIC.S.” Fcp. 8vO. 24*. 

CORFIELD {Dr-W’. 1 !.}.—T'if. Treatment 
AND Uth.ization ok Slwage. 31x1 Edition, 
Revised by the .\utbor, and by Louis C. 
Parkks, M.y. 8vo. i6f. 

CORNA/J (S.).—Nos ENKANrs et Leurs 
Amis. Ed. by Edith H.arvf.y. Ol.Svo. is.M. 
CORNKLI. UNIVERSITY STUDIES IN 
CI.ASSICAL PHlLOLO(.lY. Edited by I. 
Fla<;(., W. G. Hai.e, and B. 1. Wheeler. 
I, The C ^/-Constructions: nheir History 
and Functions. Part 1. Critical, if. 8 <f. net. 
Part II. Constructive. By W. G. Hale. 
3f. 4r/. net. 11 . Analogy and the Scope of 
its Application in Language. By B. I. 
Wheeler. t.f. 3^/. net. • 
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CORNEILLE.—Le Cid. Ed. by G. EoafewK 
Fahnacht. i8mo. is. 

COSSA. —Guide to the Study oe Political 
Economy. From the Italiaa of Dr. Luigi 
CossA. Crown 8vo. 4^. St/. 

COTTERILI. (Prof. James H.). —Applied 
In. Mechanics : An Introduction to the Theory 
of Structures and Machines, and Edition. 
Med. Svo.^ i8f. 

COTTON (Bishop). —Sermons Preached 
TO English Congregations in India. 
Crown 8vo. 7s. 6fi. 

COTTON and PAYNE.— Colonies and 
Dependencies. Part 1 . India. By J. S. 
Cotton. Part II. The Coia>nies. By E. 
J. Payne. Crown 8vo. 3X. 6d, 

COUES (Elliott). —Key to North American 
Birds. Illustrated. 8vo. 2/. ar. 
COWELL ((Jeorge). —Lectures on Cata¬ 
ract : Its Causes, Varieties, and Treat¬ 
ment. Crown 8vo. 4^. 6 ti, 

COWPER.— Cowper’s Poetical Works. 
Ed. by Rev. W. Benham. Globe 8vo. 

-The Task : An Epistle to Joseph Hill, 

Esq.; Tirocinium, or a Review of the 
Schools ; and the History of John Gilpin. 
Editedby William Benham. <ilobe8vo. 

-Letters of William Cowper. Edited 

by the Rev. W. Benham. x8mo. 4.r. 6d. 
-Selections from Cowper's Poems. In¬ 
troduction by Mrs. Oliphant. i8mo. 4S.()d. 
COWPER. By Goldwin Smith. Crown 8vo. 
IS. (xi. : sewed, is. 

COX (G. V.\ —Recollections of Oxford. 
and Edition. Crown 8vo. 6s. 

CRAIK (Mrs.).— Olive. Illustrated. Crown 
8vo. 6d. —Cheap Edition. Globe 8vo. 9S. 

-The Ogii.vies. Illustrated. Crown 8vo. 

3r. 6 d. —Cheap Edition. Globe 8vo. ax. 

Agatha’s Husband. Illustrated. Crown 
8vo. 3x.6rf.—Cheap Edition. Globe 8 vo. ax. 

-The Head of the Family. Illustrated. 

Cr. 8vo. 3 x. 6^/.—Cheap Edition. Gl. 8vo. ax. 
—- Two Marriages. Globe 8vo. ax. 

-The Laurel Bush. Crown 8vo. 6x. 

-My Mother and I. lllust. Cr. 8vo. 6x. 

-— Miss Tommy: A Medi.cval Romance. 

Illustrated. Crown 8vo. 6x. 

-King Arthur: Not a Love Story. 

Crown 8vo. 6 s. 

*** Beginning on March isiy ami con¬ 
tinued monthly^ a unifortH edition oj 
Mrs. Craik's Novels will be issued, price 
J.I. 6d. each. 

- Poems. New and Enlarged Edition. 

Extra fcp. 8vo. 6x. * 

—-Children’sPoetry. Ex.fcp. 8vo. 4X.6^. 

-Songs of our Youth. Small 410. 6x. 

-Concerning Men : and other Papers. 

Crown 8vo. 4X. 6d. 

- About Money: and other Things. 

Crown 8vo. 6s. 

— Sermons out of Church. Cr. 8vo. 6s. 
-An Unknown Country. Illustrated by 

F NfTifSCT Vnvip? 8>’o- •tx 6d. 


CRAIK (Mrs.). —Alice Lbarmont : A Fa: 
Tale. With Illustrations. 4x. 6 d. 

-An Unsentimental Journey throu 

Cornwall. Illustrated. 4to. tax. 6 d. 

— Our Year: A Child’s Book in'^Prc 
and Verse. Illustrated, ax. 6 d. 

- Little Sunshine’s Holiday. Gle 

8vo. ax. 6 d. 

-The Adventures op a Brownie. IK 

trated by Mrs. Allingham. 4X. 6 d. 

- The Little La'me Prince and 

Travelling Cloak. A Parable for ( 
and Young. With 24 Illustrations by 
McL. Ralston. Crown 8vo. 4X. 6 d. 

-The Fairy Book : The Best Porui 

Fairy Stories. Selected and rende 
anew. With a Vignette by Sir Noel Pat 
i8mo. 4X. 6 d. 

CRAIK (Henry).—'fHE State in its Re 
TiON TO Education. Crown 8vo. 3X. € 

CRANE (Lucy).—L ectures on Art / 
THE Formation of Tastk. Cr. 8vo. ( 

CRANE (Walter).—T he Sirens Three. 
Poem. Written and Illustrated by Wal* 
Crane. Royal 8vo. lox. 6 d. 

CRAVEN (Mrs. Dacre).—A Guide to I 
trict Nurses. Crown 8vo. 2s. 6 d. 

CRAWFORD (F. Marion).- Mr. Isaacs 
Tale OF Modern India. Cr. 8vo. 3X. 

- Doctor Claudius: A True Stc 

Crown 8vo. 3X. 

-A Roman Singer. Crown 8 vo. 3X. e 

-Zoroaster. Crown 8vo. 3X. 6 d. 

-A Tale of a Lo.sph.y Parish. Cr< 

8vo. 3x. 6 d. 

-Marzio’s Crucifix. Crown 8vo. 3X. 

-Paul Patokf. Oown 8vo. 3X. 6 d, 

-With the Immortals. 2 vols. GI 

8vo. lax. I vol. Oown 8vo. 3X. 6 d, 

-Grrifensvein. Crown 8 vo. 6x. 

-Sant If.AKio. Crown 8vo. 6x. 

CREIGHTON (M.). Rome. i8mo. ix= 
[literature Prim 

- Cardinal Wolsey. Crown 8vo. ax. 

CROSS (Rev. J. A.). - Bible Readings 

LKCTED from THE PkNTATKUCH AND r 

Book OF Joshua, and Ed. Globe 8vo. ax. 

CROSSLKY (!•:.), GLKDHILL (J.), 
WILSON (J. M.). — A Handbook of E 
BLB Stars. 8vo. aix. 

Corrections to the Handbook 
Double Stars. 8vo. ix. 

GUMMING (Linnseus).—EtECTRictTV. 
Introduction to the Theory of Electric 
With numerous Examples. Cr. 8vo. 8x. 

CUNNINGHAM (Sir H. S.)-— The Ca 
LEANS: A Vacation Idyll. Cr. 8vo. 3x= 

— The Heriots. 3 voU Cr. 8vo. 31X. 

CUNNINGHAM (Rev. W.X“-The Epis 
OF St. Barnabas. A I>is8ertation, indue 
a Discussion of its Date and Authore 
Together with the Greek Text, the L 
Verdon, and a New English Translation 
C^Tr.menftarv. Crown 8vo. is. 6 d. 




LIST OF PUBLICATIONS, 


II 


CUNNINGHAM (Rev. W.).— Christian 
Civilisation, with Special Rekerenck 
TO India. Crown 8vo. 51. 

-The Churches of Asia: A Mephodi- 

CAift Sketch ok the Second Century. 

Crown 8vo. 6s. 

CUNNINGHAM (Rev. John). - ■ The 
Growth of the Church in jtsOkcanika* 
TiON AND Institutions. Being the Croall 
Lectures for 1886. 8vo. 91. 

CUNYNGHAME (Gen. Sir A. T.).—Mv 

Command in South Africa, 1874—78. 

8VO. 13 F. 6<f. 

CURTEIS (Rev. G. H,).— Dissent in its 
Relation to the Church of Engi.and. 
Bampton I.,ectures for 1871. Cr. 8vo. 7.?. 

-TheScientific Obstacles TO Christian 

Belief. The Boyle Lectures, 1884. Cr. 8vo. 6s. 

CUTHBERTSON (Francis). - Euclidian 
Geometry. Extra fcp. 8vo. 4^. 6<i. 

DAGONET THE JESTER. Cr. 8vo. 4^, (W. 

DAHN (Felix).-F klicitas. Translated by 
M, A. C. E. Crown 8vo. 4.1. Ot/. 

“ DAILY NEWS." — Corrfspondp.nce of 
THE War between Russia and Turkey, 
1877. To THE Fai.i. of Kaus. Cr. 8vo. 6j. 

-Correspondence oFTHK Rvsso-Tvkklsh 

War. From the Fall ok Kars to the 
Conclusion of Peack. Crown 8vo. cr. 

DALE (A. W. W.). Tin-: Synod ok Elvira, 
and Christian Lifp: in the Fourth Cen¬ 
tury. Crown 8vo. lor. 6(i. 

D.ALTON (Rev. T.'.— Rules and ICxamplf.s 
in Arithmetic. NewICdition. tSino. sr. 6^. 

-Rules and Exampi.ks in Algebra. 

Part 1 . New Fxl. i8mo. 2r. Part II. as. 6ti. 

Kf.y TO Af.GEBRA. Parti. Cr. 8vo. js.bt/. 

DAMIEN (Father;.—A JourneyFR f»MC ash- 
mere to his Home in IIawaii. By Edward 
Clifford. Crown Bvo. as.tii. 

DAMPIER. By W. Ci.ark Russkll. With 
Portrait. Crown 8vo. as. 6 ii. 

DANIELL (Alfred).—A Tf.xt-Hook of the 
Principles of Physics. With Illustrations. 
2nd Edition. Medium 8vo. 2i,v. 

DANTE.— Tup: Pi ugatorv of Dante Ali¬ 
ghieri. Edited, with Translations and 
Notes, by A. jf. Buti-kr. Cr. 8vo. las. M. 

__ The Pakadiso of .Dante. Edited, with 

a Prose Translation and Notes, by A. J. 
Butler. Crown 8vo. 12s. 6d. 

— De Monarchia. Translated by F. J. 
Church. 8vo. 4^. 6 d. 

- Dante: and other Essays. By the 

Dean of St. Paul’s. Globe 8vo. ss. 

—— Readings on the Purgatorio of 
Dante. Chiefly based on the Commentary 
of Benvenuto Da Imola. By the Hon. W. 
W, Vernon, M.A. With an Introduction 
by the Very Rev.^he Dean of St. Paul’s. 
2 vols. Crown 6vo. 24;. 

DARWIN (Charles).— Memorial Notices, 
reprinted from Naittre. By T. H. Huxley. 
G. j. Romanes, Archibald Geikib, and 
W. T. Thiselton Dyer. With a Portrmt. 

■ Crown 8vo. 2s. 6d, \Ndturt Stfits. 


DAVW 2 S (Rev. T. Llewelyn).— The Gospel 
AND Modern Life. 2nd Edition, to which 
i* added Morality ACC«>KutNG to thk Sa¬ 
crament OF THE Lords Supper? Extra 
fcp. 8vo. 6s. 

-Warnings AviAiN.sT Superstition. Ex. 

fcp. 8vo. as. 6d. 

-ThlChkisti AN Calling. Ex.fcp.8vo. 6s. 

- Thk Epistles of St, P^ul to the 

Ephesians, the Colossian.s, and Phile- 
«o>i. With Int*'oductions and Notes. 2nd 
Kililii D. 8vo. 7r. 6 t {. 

-Social Questions from the Point of 

View of Christian Theology. 2nd Ed, 
Crown 8vo. 6s. 

DAVIES (J. 1 , 1 .) and VAUGHAN (D. T.).— 
'I’he Ri KUBLic OF PLATo. Translated into 
Englidi. i8mo. 4^. 6^/. 

DAWKINS (Prof. W. Boyd). -Early Man 
IN Britain and his Place i.n the Ter¬ 
tiary Period. Medium 8vo. 25J. 

DAWSON (SirJ. W.). —Acadian C.eologv, 
the (te<»logical Spructurk, Organic 
Remains, and Mineral Resources' of 
Nov'a Scotia, New Brunswick, and 
Prince Edward Island. 3rd Ed. 8vo. 2ir. 

DAWSON (James), -.\ustkai.ian Abori- 
GINK< Small 4to. 14.9, 

I>AY (Rev. r,al Bchaii).— Bkn<;ai. Peasant 
Likf. Crown 8vo. 6f. 

- l^'cu.K Talks OF Ib-:NGAL. Cr. 8vo, ^s.6d. 

DAY (R. E.). Klkc; ruu; T.ight .\rithmetic. 
Pott 8vo. 2.V. 

DAY (H. O.y 1 *kopi-:kth?s of C<)NIC Sec¬ 
tions I’KovKD Gkomepricali V. Crown 
8 v«>. xs. 6</. 

DAYS WITH SIR ROGER DE COVER- 
LEV. From the Spectator. With Illustra¬ 
tion^ by Hue. u Thomson. Fcp. 4to. 6x. 

DEAK (Francis).— Hungarian Statesman, 
A Memoir. 8vo. t2j. Tx/. 

DEFOK (Daniel). —The Advkniures of 
Robinson Crusoe. Ed. by Hknrv Kings¬ 
ley. Globe 8vt). ys.6d. \Globe Series. 
Golden 'Treasury Serie.s Edition. Edited 
by J. W. Clark, M.A. i8mo. \ 5 . 6d . 

DEFOE. ByW. Min po. Crown 8vo. 1^.6//.; 
sewed, \s. SEnglisk Men of Letters Series, 

DELAMOTTE (Prof. P. H.). -A Beginner’s 
Drawing-Book. Progressively arranj^ed. 
With upwards of 50 Plates. 3rd Edition. 
Crown 8vo. jjr. 6d. 

DEMOCRACY : An American Novel. 
Crown 8vo. 4s. 6d. 

DEMOSTHENES.— Adversus Lf.ptinem. 
Ed. Rev. J. King, M.A. Fcp. 8vo. 4#. 6d. 

-The Oration on the C'kown. Edited 

by B. Drake, M.A. 7th Ed. Fep.Svo. 4^. 6</. 

-The First Philippic. Edited by Rev. 

T. Gwatkin, M.A. Fcp. 8vo. 2s. oa. 

DEMOSTHENES. By Prof. S. H. But 
CHER, M.A. Fcp. 8vo. IS. 6d. 

DE MAISTRE.— La Jkune SidArienne ei 
LE LApreux de la Cit4 d’Aoste. Edited, 
with Notes and Vt^cabulary, by S. Barlet, 
B.Sc. Globe 8vo. is. 6d. , 
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DK MORGAN (Mary).—T hk Nkcklacr of 
pRiNci^ss Fiorimondb, anuotmerStories. 
lliustrAted by Walter Crane. Extra fcp. 
8vo. Also a l.arge Paper Edition, 

with the Itlustrations on India Paper, loo 
copies only printed. 

DE QUINCEY. Hy Prof. Masson. Crown 
8vo. IS. 6d. : sewed, is. 

DEUTSCHE r.YRIK. The Golden Trka- 
soKV ok‘ the Best German Lyrical 
Poems. Selected and arranged by Dr. 

PUCHKKIM. i8mo. 4 S. 6^. 

DE VERE (Aubrey).-- Essays Chiefly on 
P«>etry. 2 vols. Globe 8vo. t-xs. 

-Essays, Chiefi.y Litf.rary and Ethi¬ 
cal. (Hobe 8vo. 6s. 

DE WINT. — Memoir of Peter dk Wint. 
By Walter Armstkonc,, B.A. Oxon. illus¬ 
trated by 24 Photogravures from the Artist’s 
pictures. Super-Royal 4to. 31^. 6t/. 

DICEY (Prof. A. V.). -Lectures Introduc¬ 
tory TO THE Study ok the Law of the 
(\>NST n'UTioN. 3rd Edition. 8vo. i2f. 6<f. 

- Letters on Unionist Delusions. 

Crown 8vo. 2s. 6</. 

- The Privy Council. Crown 8vo. 2^.6e/. 

DICKENS (Charles). - The Posthumous 
Paters of the Pickwicr Club. With 
Notes and numerous lllustration.s. Edited 
by Charles Dickens the younger. 2 vols. 
Extra‘crown 8 vo. 21T. 

DICKENS. By A. W, Ward. Crown 8vo. 
is.M. ; sewed, ia*. 

DIDEROT AND THE ENCYCLOF^- 
DISTS. By John Moki.ey. 2 vols. Globe 
8vo. lojr. 

DIGGLK (Rev. J. W.).*- Godliness and 
Manliness. A Miscellany of Brief Papers 
toucliing the Relation of Religion to Life. 
Crown 8vo. 6s. 

DILKTl'ANTI SOCIETY'S PUBLICA- 
TIONS.— Antiquities r»F Ionia. Vols. 1 . 
11 . and III. 2I. 2J. each, or 5/. 5.^. the set. 
Part IV., folio, half morocco, 3/. 13^. 6d. 

-Penrose (Francis C.b An Investigation 

of the Principles of Athenian Architecture. 
Illustrated by numerous, engravings. New 
Edition. Enlarged. Folio. 7/. ^s. 

-Stecim* 5 ns of Ancient Sculpture: 

Egyptian, Etruscan^ Greek, and Ro¬ 
man. Selected from different Collections in 
Great Britain by the Society of Dilettanti. 
Vol. II. Folio. 5/. 5T. 

DILKK (Sir C. W.),— Greater Britain. A 
Record of Travel in KNi.i.isii-SrKAKXNc; 
C0UNTRIF.S during 1866-67. (America, Aus¬ 
tralia, India.) 9th Edition. ^Crown 8vo. 6 s. 

-Probi.e.ms of Greater Britain. Maps. 

2 vols. 2nd Edition. 8vo. 36/. 
DILLWYN (E. A.). -Jill. Crown 8vo. 6 s. 
—— Jill and Jack. 2 vols. Globe 8vo. 12s. 
DOBSON (Austin).— Fielding. Crown 8vo. 
6</.; sewed, is. 

DODG.S()N (C. L.).— Euclid. Book-s I. and 
II. With Words substituted for the Alge¬ 
braical Symbols used in the hrst edition. 4th 

Or,« 


DODGSON (C. r..).—E uclid and his Me 
DERN Rivals. 2nd Edition. Cr. 8vo. 6s, 

-Supplement to First Edition **Euc 

LID AND HIS Modern Rivals.” Crow. 
8vo. Sewed, is. 4 , 

- CuRiosA Mathkmatica. Part I. ANet 

Theory of Parallels. 2nd Ed. Cr. 8vo. 2/ 
DONALDSON (Prof. James).-T he Apo 
STOL icAL Fathers. A Critical Accoun' 
OF THEIR Genuine Writings, and o 
their 1 )octrink.s. 2nd Ed. Cr. 8vo. 7s. 6£ 
DONISTHORPE (Wordsworth). — Indiv. 

dualism : A System OF Politics. 8vo. 14. 
DOWI>EN(Prof. K.).— Shakspkkk. i8mo. i. 

-Southey. Crown 8vo. is. 6if. ; sewed, i. 

DOYLE (J. A.).' -History of America 
W ith Maps. i8mo. 4^. 6</. 

DOYl.E (Sir K. H.). - The Rk/purn of th 
Guards: and other Poems. Cr. 8vo. 7S.61 
DRAKE. By Julian Corbett. With Po 
trait. Crown 8vo. 2 s. 6<i. 

DREW (W. H.).--A Gkomrtrical Treatis 
ON Con ic Sections. 8th Ed. Cr. 8vo. 5 
DRUMMOND (Prof. James). —Intkodu; 
TioN to the Study Theoloijy. Crow 
8vo. $s. 

DRYDKN : Essays ok. Edited by Prof. ( 
D. Yonge. Fcp. 8vo. 2 s. 6d. 

-Poetical W<ikks. Edited, with Memoi 

Revised Text,and Notes, by W, D.Chrlsti 
C.B. Globe 8vo. ^s.6ii. {Globe 
DRYDKN. By G. S.vintsbury. Crown 8v 
IS. 6d. : sewed, ts. 

DU CANE (Col. Sir K. F.X -The Ponis: 

MKNT AND PREVENTION OF CkIME. CrOV 

8vo. 3^. 6i/, 

DUFF (Right Hon. .Sir M. E. Grant).—N ot: 
OF an Indian Journey. 8vo. ios.6ti. 

-Miscellanies, Political and Lit 

rary. Svo. loj. 6rf. 

DUMAS. —Lks Demoiseli.ks de St. Cy 
C om^die par Alexandre Duma.s. Edit 
by VicTt>R 0 (;kr. i8mo. is. 6d. 
DUNTZER. -Life of OtiKTHE. Translate 
by 'r. W. Lystkk. With Illustrations. 
v('ls. Crown Svo. 2i.f. 

-Life of Schiller. Translated by P. 1 

Pinkf.rton. IUu.strations. Cr. Svo. tor. 6 
DU (A. M. I).).— •Outline.s of En 

i.isH History. Globe Svo. In 2 Parts. 
DUPUIS (Prof. N. F.).- Elementary Sv 
THETic Geometry of the Point, Lin 
and Circle in the Plank. G 1 . Svo. 4^. C 
DYER (J. M.). -Exercises in Analytic. 

Geometry. Crown Svo. 4«. 6H. 

EADIE (Prof. John).— The English Bidl 
An External and Critical History 

THE VARIOUS EnGI.ISH TRANSLATIONS 

Scripture. 2 vols. Svo. 28.?. 

-St. Paul’s Epistlius to the Thes.*^ 

LONiANs, Commentary on the Gre; 
Tp:xt. 8vo. 12s. 

-Life OF John Kadie, D.D., LL.D. 

James Brown, D.D, and Ed. Cr.Svo. 7#. t 
EAGLES (T. H.). —Constructive Gbon 

-"wv .<^, 1 .- TP* AMw 6 'llvw-B f!iroiww Svo. J 12 
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EASTLAKE(I^y).— Fellowstiii* : Letters 

ADDRESSED TO MY SiSTER-MoU RNt:RR. Cr. 
8vo. 9S. 

£B£RS (Dr. George).~-THK Uurgomastek’s 
WiMK. Translated by Clara Bell. Crown 
8vo. 45. Si/. 

— Only a WorI). Translated by Ci.aka 
Bell. Crown 8vo. 4^. Od. 

ECCE HOMO. A Survey OF THE Like AND 
f >WoRKOF Jesu.-? Christ, aotb Ed. Cr.avo. 6 a*. 
ECONOMICS, TtiE (JUAiM'icm.v Jouunai I 
OF. Vol. II. Part 11 . January, 1888. Svo. 
2s.6i/. Part HI. 2 a*. 6 ^/. Part IV. vs.Sd. 
Vol. III. 4 part.s, 2.V. M. each. Vol. IV. 
Part 1 . 2J. 6fr. 

EDGAR (J. ll.)and PRITCHAkI)((l. S.). 
Note-B<>ok on pKAi/ncAL S(n.ii> ()k Dk 

SCRIPTIVF. GeoMRTKY, CON TAIN'l NC*. PRO¬ 
BLEMS WITH iiF.i.p FOR .Solution, ^tb 
Edition, E^nlargcii. HyAKTiiuK ti. .Mkk/l. 
Globe 8vo. 4^. 6<i'. 

EDWARDS (Joseph). An Ki.kmentary 
Trka’I'Ire on 'ihe DiKi'KRKNriAL Calcu¬ 
lus. Crown 8vo. kxv. M. 
EDWARDS-MOSS (J. K ). A Ska.son in 
.Sutherland. (Town r>vo. 4 a*. b {/. 
FXJGLESTON (E.). In.-. Houskhoi.u 

History OF THE Gnitki) Si atcs and its 
Pkofle. Illustrations and Map.s. 410. 12.S. 
lUCKE (K. M.).- Kiks. in La ns. 

Extra fcp. 8vo. 

ElMER (G. H. 1*.). - (.)k(;a.\k- Faolution 
AS THE Result of the Inheritanck ok 
Acquired Charactkics au< ordino ro the 
f.AWs OF Organic Gro\v: ii. 'I’lanslated by 
J. T. Cunningham, M.A. :•:%**. ha.Si/. 
ELDERTON (W. A.).—Mai* Drawing and 
Ma? Makini;. Globe 8vo. 

ET.LERTON (Rev. John). Thk Holiest 
Manhood, and its Lksso.ns j-or Busy 
Lives. Crown 8vo. 6 s. 

EI.LIUT (Hon. A.).- -1’uk State and the 
Church. Crown 8 v<a n/. 

ETd.IO’rU'.—I-iFK OF Henry Venn Klliott, 
OF Brighton. ByJosiAn Ba it-Man, M.A. 
3rd Edition. Extra fcp. 8vo. i<?. 

ELLIS (A. J.).- Practical Hints on the 

UANTITATIVE PrONUNCIAT ir)N OK LaTIN. 
xlra fcp. 8VO. 4J. Sr/. 

ELLIS (Tristram). .Skei*chino from Na- 
TURR. IHustr. by H. Stacy Marks, R.A., 
and the Author, and Edition. Cr.Svo. ^.6e/. 

EMERSON, --The Take of Ralph Waldo 
Emerson. By J. L. Caboi*. 2 vols. Crown 
8vo. i8f. 

-Xhk Collected Works of Ralph 

WaldoEmerson. 6 vo 1 s. (i)Mlscellaniks. 
With an Introductory Essay by John Mor- 
LEV. (a) Essays. (3) Poems. (4) Engi.ish 
Trahts; and Rkfkeskntativk Men. (5) 
Conduct op Life ; and Society and So- 
LITUSE. (6) LfpTTERS; AND S<X:iAL AlMS, 
&c. Globe 8vo. 5r. each. 

ENGLAND (E. B.).-Exercises in Latin 
Syntax and Idiom. Arranged with refer- 
tcnce to Roby's School Latin Grammar. 
«Crown 8vo. as. Sd. 

.Key to the above. Crown 8vo. as. 6d. 


ENGWSH CITIZEN, THE. -A Series of 
Short Books on his Rights and Responsibili¬ 
ties, Edited by Hi:nrv Craik, C.B. Crown 
dvo. 3r. 6</. each. • 

Central frt>vEHNMFN r. By H. D. Traill, 
D.C.l. 

Thk Ei EcroKATE and thk Lku.islaturk. 

By .Si'ENCEK WaLP»)LK. 

Thk Poor Law. By the Rev. ' 1 ^ W. Fowlk. 
The National Budget: The National 
Driii*; 'Pwr;, and Ratk<;. By A. J. 
WlIM)N. 

Thf. Sta i k in Relation to Lahour. By 
W. S I'ANLKY Jp.VONS, LL.D., F’.R.S. 

Thk State and thk Church. BytheHon. 

Ak» ih'h Ki 1 mrr, M.P. 

Foki u.n Uiclaiton.*^. Hy Sfknckk Wal* 
P<H.I;;. 

Thk SrAPK in its Rph.ation to Tkau»=^. 

By .Sir 'f. H. Fakkkk, Ikirt. 

Local Giivkrnmknt. By M. 1 ). Chalmers. 
'!'hk SrAPp: in its Relation to Educa- 
TioN. By IU:ni<y Craik, C. H. 

I hk Land I.aw.s. By Sir F. Pollcjck, 
Bart, .•lid Edition. 

COLONIF^ AND 1 >KPKNI)EN'C 1 P.S. 

P.irt 1. India. Hy J. S. ('otton, M.A. 
li. 'rm* ('oi oNiEs. ByK.J. Payne. 
J i*:.! iLi-. AND Police. By F. W. Maitland. 
Till' PuM.siiMiiNT and Prevention of 
(. RiMK. By Colonel Sir Edmund ou Cane. 
F:Nr,LlSli HIS'IUKY, READINGS IN.— 
Selected and Kilited by J«>hn Richard 
(jKf.kn. ^ Parts. Fcp. Svo. is. 6d. each. 
P:irt I, Henviist to C'rcssy. 11. Cressy to 
thinnwcll. HI. (.'romweU to Halaklava. 
ENGLISH ILLllSTRATJ'.l) M.\GAZINE, 
I'Hl*'.. Profusely Illustrated. Published 
Mi'iUhly. Number I. Ootolier, 1883. 6d. 

Vol. 1. 1884. ys./u/. Vol.s. 11. —VL Super 
royal 8vo, extra cloth, coloured edges. 8 j. 
each. CK/ih Covers for binding Volumes, 

I.V. (ui. each. 

-Pn'of Impressions of Kngravingsoriginnlly 

published in Tke JCntilisk IlbtstrateJ Maga¬ 
zine. 1HC4. In Portfulio 4to. sir. 
ENGLISH .MEN OF ACTION. — Crown 
8vo. With Portraits. 2.r. 6 d. each. 

The following Volumes are Ready; 
General Gordon. By Col. .Sir VV. Buti.bk. 
Hknry V. By the Rev. A. J. Church. 
Livingstone. By Thomas Hughes. 

Lord Lawrence. By Sir Richard Temple. 
Wellington. By Gkokok Hooper, 
Dampier. J^y W. Ci.ARK Russell. 

Monk. By Julian CoRiiKTr. 

Strafford. By 11. D. Trailu 
Warren Hastings. By Sir Alfred Lyall, 
Peterborough. By W, Stbbdxng. 
Drake. By Julian Corbett. 

Captain Cook. By Walter Besant, 

Sir Henry Havelock. By Archibali 
I Forbes. 

I Clive. By Colonel Sir Charles WiLSor^ 
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Warwick, the King'Makek. By C. W, 
Oman. 

Montrose. By Mowbray Morris. 
Marlijorough. By Col. Sir Wm. Butler. 
Rodney. By David Han.vay. 

Sir John Mookk. By Colonel Maurice. 
Sir Charles Napier. By Col. Butler. 
ENGLISH MEN OF LETTERS—Edited 
by John Morley. Crown 8vo. 2#. 6 J. each. 
Cheap Edition, js. (xt. sewed, xj. 
Johnson. By Leslie Stephen. 

Scott. By R. H. Hutton. 

Gibbon. By J. Cotter Morison. 

Hume. By T. H. Huxley. 

Goldsmith. By William Black. 
Shelley. By J. A. Symonds. 

Defoe. By W. Minto. 

Burns. By Principal Shairp. 

Spenser. By the Dean of St. Paul’s. 
Thackeray. By Anthony Trollope. 
Milton. By Mark Pattison. 

Burkp;. By John Morley. 

Hawthorne. By Henry James. 
SouTi^KY. By Prof. Dowden. 

Bunyan. By j. A. Frouue. 

Chaucer. By Prof. A. W. Ward. 

Cow’PER. By Goluwin Smith. 

Pope. By Leslie Stephen. 

Byron. By Prof. Nichol. 

Dryden. By G. Saintsburv. 

Locke. By Prof. Fowi.kr. 

Wordsworth. By F. W. H. Myers. 
Landoh. By Sidney Colvin. 

DeQuincey. By Prof. Masson. 

Charles Lamb. By Rev. Alfred Aingek. 
Bentley. By Prof. Jebu. 

Dickens. By A. W. Ward. 

Gray. By Edmund Gosse. 

Swift. By Leslie Stephen. 

Sterne. By H. D. Traill. 

Macaulay. By J. Cotter Morison. 
Fielding. By Austin Dobson. 

Sheridan. By Mrs Oliphant. 

Addison. By W. J. Courthope. 

Bacon. By the Dean of St. Paul's. 
Coleridge. By H. D. Traiix. 

Sir Philip Sidney. By J. A, Symonds. 
Keats. By Sidney Colvin. 

ENGLISH POETS. Selections, with Criti¬ 
cal Introductions by various Writers, and a 
General Introduction by Matthew Arnold. 
Edited by T. H. Ward, M.A. 4 vols. 
Crown 8vo. ^s. 6d. each. 

Vol. I. Chaucer to Donne. 11 . Ben Jon- 
sontoDryden. III. AddisontoBlakb. 

. IV. Wordsworth to Rossetti. 


ENGLISH STATESMEN (TWELVE 
Crown 8vo. sr. (x£. each. 

William the C«)N(^ubror. By Edwar 
A. Freeman, D.C.L., LL.D. [Read' 
Henry 11 . By Mrs. J. R. Green. [Kead^ 
Edward I. By F. York Powell. 

Henry VII. By James Gaikdner. [Re€ui* 
Cardinal Wolsey. By Prof. M. Crbigf 

TON. [Read} 

Elizabeth. By E. S. Beeslby. 

Oliver Cromweli.. By Frederic Harr: 

SON. [Ready 

William III. By H. D. Traill. [Ready 
Walpole. By John Morley. [Re^tdy 
Chatham. By John Morley. 

. Pitt. By John Morlby. 

Pkkl. By J. R. Thursfikld. 

ESSEX FIELD CLUB MEMOIRS. Vol. I 
Report on the East Anglian Earth 
QUAKE OF 22ND April, 1884. By Raphaei 
Melixila, P'.R.S., and William White 
F.E.S. Maps and Illustrations. 8vo. 2^.6ti 

ETON COLLEGE, HISTORY OF, 1440- 
1884. By H. C. Maxwell Lyte, C.B 
Illustrations, and Edition. Med. 8vc. 21s 

EURIPIDES. -Medea. Edited by A. W 
Vkrrall, Litt.D. 8vo. 7.?. 6d, 

- Hippolytus. Edited by J. P. Mahaffv. 

M.A., and J. B. Bury. Icp. 8vo. js. 6d. 

- Hecuba. Edited by Rev. John Bond. 

M.A., and A. S. Walpole, M.A. i8mo. 
ir. 6d. 

-li’HiGKNiA IN Tauris. Edited by E. B, 

England, M.A. Fcp. 8vo. 4s. td. 

- Medea. Edited by A. W. Verrall, 

LUt.U. Fcp. 8vo. -^5. (id. 

- Ion. Eldited by M. A. Bayfield, M.A. 

Fcp. 8vo. 3^. ( id . 

EURIPIDES. By Prof. Mahaffv. Fcp. 
8vo. IS. 6d. 

EUROPEAN HISTORY, Narrated in a 
Series of Historical Selections from 
THE BEST Authorities. Edited and ar¬ 
ranged by E. M. Sew'ell and C. M. Yonge. 
2 vols. 3rd Edition. Crown Svo. 6s. each. 
EUTROPiuS. Adapted for the Use of Be- 

t inners. With Notes, Exercises, and Voca- 
ularies. By W. Welch, M.A., and C. G. 
Duffiei.d, M.A. i8mo. i.r. 6a. 

EVANS (Sebastian). — Brother Fabian’s 
Manuscript, and other Poems. Fcp. 
Svo, cloth. 6s. 

-In the Studio : A Decadb op Poems. 

Extra fcp. 8vd. ss, 

EVERETT (Prof. J. D.).— Units and Pht- 
siCAL Constants, and £d. Globe Svo. sr. 
FAIRFAX. Life of Robert Fairfax op 
Steeton, Vice-Admirali, Alderman, and 
Member for York, a.d. 1666—1725. By 
ClbmsntsR.Markham, C.B. Svo. tas.6a. 
FAITH AND CONDUCT; An Essay oh 
Verifiable Religion. Crown Svo. js, 6d. 
FARRAR (Archdeacon).— The Fall op Man, 
AND OTHER Sbrmons. <ith Ed. Sm. iS'r. 
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FARRAR (Archdeacon).— The Witness oe 
History to Christ. Being the Hulsean 
Lectures for 1870. 7th Edit. Cr. 8vo. 5#. 
—— Seekers after God. Thk Lives of 
Seneca, Epictp:tus, and Marcus Auke* 
LIUS. i2th Edition. Crown 8vo. Ar. 

-The Silence and Voices of (ioo. Uni* 

versity and other Sermons. 7th Ed. Cr. 8vo. 6s. 

- In the Days of thy Youth. Sermons 

on Practical Subjects, preached at Marl* 
borough College. 9th Eaition. Cr. 8vo. 9^. 
—^ Eternal Hope. Five Sermons, preached 
in Westminster Abbey. 28th Thousand. 
Crown 8vo. 6a-. 

- Saintly Workers. Five (.enten J..ec- 

tures, delivered at St. Andrew's, Holbom. 
3rd Edition. Crown 8vo. 6f. 

-Ephfhatka : or, The Amelioration 

OK the Worlil Sermons preached at West¬ 
minster Abbey. Crown 8vo. 6 j. 

- Mercy and Judgment. A few I..ast 

Words on Christian Kschatolog)’. snd Ed. 
Crown 8vo. loj. fw/. 

-Tim Messa<‘.k.s of tub BotiK.s. Being 

Discourses and Notes on the Books of the 
New Te>.taiuent. 8vo. 14.^. ' 

-Sermons and Addre.-.se.s delivered in 

America. Crown 8vo. 7s. fuf. 

-'J'uu History of Interpretation. 

Being the Bainv»ton Lectures, 1885. 8vt}. i6a‘. 
FARRP-N (Robert).- -The Gkanta and thk 
Cam, from Byron's Pooi. to Ki.v. Thirty- 
six Etchings. T.arge Imperial, cloth gilt. • 
A few Copies, rroofs^ i.aree I'aper, of 
which but 50 were printed, half morocco. 

- CAMBKID<iE AND ITS NeK.HBOURHOOD. 

A Scries of Etchings. With an Introduction 
by John Willis Clark, M.A. Imp. 410. 

-.\ Koi’nj; ifF Melodies. A Scries of 

Etched De.sign.s. Oblong folio, half morocco. 

-'J'hk Bird.s of Aristophanes, t3j.net. 

Proofs. 

-The Battle Cikound ok the Eights. 

The Thames, thk Isis, and the Cam. 
Oblong 4to, cloth. 

-CA THF.DRALCn iKS : ElV ANL> NORWICH. 

With introduction by E. A. F kp;em an, D.C.L. 
Col. 4t<>. 

Proofs on Japaue.se pa|.)€r. 

-PETEkBOK(.)UGIL WiTH THE AlIBKYS 

OF Crowland and TutiRNEY. With Intro¬ 
duction by Edmund Vf-naulf..s, M.A. Col. 
4to. 2/. 2j. net. Pr(x>fs, folio, 5/. 5J. net. 
The Edition is limited to 125 Small Paper 
and 45 Large. 

- The Eumenides of iEscuvLUs. As per¬ 
formed by Members of the University at the 
Theatre Royal, Cambridge. Oblong 4to. 
Small .size, zoj. 6 d. net. lArge size, India 
Proofs, 21 j. net. On Whatman paper, 27J. net. 

-The Oedipus Tyrannus of Sophocles. 

As performed amCarnbrid^. (Oblong 4to. 
Prints, xof. 64. net. Proofs, au. net. 
FASNACHT (G. Eugfene).-— The Organic 
Method of Studying Languages. 
I. French. Extra fcp. 8^. 3J. 6 tl . 

— A Synthetic French Grammar for 
Schools. Crown 8vo. 3J. 64. 


FAW®ETT Hon. Henry).— Manual of 
Political Economy. 7th Edition, revised. 
Crown 8vo. Z2j. 

-An Explanatory Digest of Pr<?pessor 

Fawcett's Manual of Political Econ¬ 
omy. PyCYRiL A. Waters. Cr. 8vo. 2j. 6</. 

-Spekciik-s on some Current Political 

Questions. 8vo. ioj. 64 . 

—Free Trade and Protection. 9th 
Edition. Crown 8vo. 3J. 64 . 

FAWCFTT (Mrs. H.).— Political EicoN- 
oMY for Beginners, with Questions. 
7th Edition. x8mo. 2J. 6tL 

-.Some Eminent Women ok Our Times. 

Short Biographical Sketches. Cr. 8vo. 2j. 64 . 

FAWCK'l’r (Rt. Hon. Henry and Mri. H.).— 
Ks.say.s and Lectures on Political and 
Social Subjfxts. 8vo. ioj. 64 . 

FAY (Amy.).- -Music-Study in Germany. 
With a Preface by Sir George Grove, 
D.C. f/. Crown 8vo. 4s. 64 . 

FKARNLKY (W.).—A Manual of Elemen¬ 
tary Practical Hi.stol(k;y. Cr.Svo. ■fs.6d, 

FEARON (I). R.). — School Inspection. 
6 th Edition. Crown 8vo. 2j. 64 . 

FERRKL (Prof. W.).-A Popular Treatise 
on thk Winds. 8vo. i8j. 

FERRERS (Rev. N. M.).~A Treatise on 
Tkilineak Co-ordinates, the Method 
OF Reciprocal Polars, and the Theory 
OK Proikchons. 3rd Ed. Cr.Svo. 6 j. 6^. 

Sphp:kical Harmonics and Subjects 
connected WITH them. Crown 8vo. 75.64. 

FII*-LDIN(i. By Austin Dobson. Crown 
8vo. lA. tv/.; sewed, is. 

FlNt'K. (Henry T.). Ro.m.an i ic I.uve and 
P1..K.S0NAI. Beauty. 2 voLs. Cr. 8vo. i8f. 

FIRsr LKSSGNS IN BUSINESS MAT- 
'j'KRS. By a Banker’s Daughter, and 
Edition. rSmo. is. 

FISHER (Rev. Osmond).— Physics of the 
Earth’s Crust, and ICdition. 8vo. sss . 

FISKE (John).--OuTLiNK.s of Ct>sMic Philo¬ 
sophy, uaskd ON THK IRkTTRINE OF EVOLU¬ 
TION. 2 voJs. 8vo. 

- Darwinism, and other Essays. Crown 

8 vo. ys. 64 . 

-Man’s Destiny Vikwed in the Light 

OF ms Origin. Crown 8 vo. 3j. 6 </. 

~ American Poi.itical Ideas Viewed 
FROM THE Stand-point of Universal 
Hlstory. Crown 8vo. 4J. 

- The Critical Perk;!? in American 

History, 1783—89. Ex. Cr. 8vo. ioj. 64 . 

-The Be^nnings of New England; 

OR, Thk Puritan Theocracy in its Re¬ 
lations TO Civil, and Religious Liberty. 
Crown 8vo. js. 64 . 

FISON (L.) and HOWlTT(A. W.).— Kami- 
LAROi AND Kurnai Oroup. Group-Mar- 
riage and Helationship and Marriage by 
Elopement, drawn chiefly from the usage of 
the Auittraltan Aborigines, also the Kumai 
Tribe, their Customs in Peace and War. 
With an Introduction by Lewis H. Morgan, 
L 1 ..D. 8vo. i5f. 
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FITZGERALD (Edward): Lettero and 
Litehary Remains of. Ed. by W. Aldis 
Wright, M. A. j vols. Crown 8vo. 

FitZ -GERALD (Caroline);— Venbtia Vic- 
TRix,ANOOTHERP oems. Kx.fcp.8vo. 

FLEAY (Rev. F. fJ.). — A Shakespeare 
Manual. Extra fcp. 8vo. 45. td. 

FLEISCHER (Dr. Emil), - A System op 
Voi.UMETriJC Analysis. Translated by M. 
M.Pattison Muir, F.R.S.E. Cr.Svo. •jx,6d. 
FLEMING (George).~A Nile Novel. GI. 
8vo. zs. 

- Mirage. A Novel. Globe 8vo. aj. 

- The Head OF Mkousa. (JlobeSvo. zs. 

-VE.STIGIA. filobeSvo. zs. 

FLITTERS, TATTERS, AND THF. 
COUNSELLOR; Weeds; and other 
Sketches. lly the Author of “Hogan, 
M.P.” Glol>e 8 VO. zs. 

FLORIAN’S FABI.ES. Selected and Edited 
by Rev. Charles Ykld, M..\. Illustrated. 
Globe 8vo. xs. 6d. 

[Primary French and German Readers. 
FLOWER (Prof. W. H.). —An Introuuctio.n 

TO THE OsTEOLfK.V OF THE MaMMALIA. 
With numerous Illustrations. 3rd Edition, 
revised with the assistance of Hans Gadow, 
Ph.D., M.A. Crown 8vo. tos. 6d. 
FLUCKIGKR (F. A.) and HANBURY (D.). 
— Pharmacograpmia. a History of the 
principal I>rugs of Vegetable Origin met 
with in Great Britain and India. 2nd Edition, 
revised. 8vo, at.?. 

FO’C’SLE YARNS, including “ Betsy I.ee,” 
and other Poems. Crown 8vo. ys. 6d. 
FORBES (Archibald).-- -Souvenirs of some 
Continents. Crown 8vo. 6^. 

- Sir Henry HAVF.i.f>cK. With Portrait. 

Crown 8vo. zs. 6d. 

FORBES (Edward): Memoir of. By 
George Wilson, M.D., and Akchib.m.d 
Geikie, F.R.S., &c. DemySvo. 14s. 
FORBES (Rev. Granville).— The Voice of 
(jOD in the Psalms. Crown 8vo. 6^. 6d. 
FORBES (George).— The Transi r of Venus. 
Crown 8vo. 3J. 6d. [Nature Series. 

FORSYTH (A. R.).—A Trf,atisk of Dif¬ 
ferential Equations. Demy 8vo. 145. 

FOSTER (Prof. Michael).— A Text-Book of 
Physiology. With Illustrations. 5th Ed. 
3Part^ Pan L, comprising Book I. Blood— 
The Tissues of Movement, the Vascular Me¬ 
chanism. 8vo. rof. 6//. — Part II., com¬ 
prising ^ Book 11 . 'I'he Tissues of Chemi¬ 
cal Action, with their Respective Mec^n- 
isms—Nutrition, lor. 6</. • 

tb Edition. Part HI., comprising Book 
. The Central Nervous System ana its In¬ 
struments. Hook IV. The Tissues and Mech¬ 
anisms of Reproduction. 8vo. ya.fjd. 

- Primer OF Physiology. i8mo. u. 

FOSTER (Prof. Michael) and BALFOUR 
(F. M.) (the late).— The Elements of Em¬ 
bryology. Edited by Adam Sedgwick, 
M.A., and Walter Heaps. Illustrated. 31^ 
Ed., revised and enlarged. Cr. 8vo. xor. 


FOSTER (Michael) and LANGLEY (J. 

—^A Course of Elementary Pmacti 
Physiology and Histology. 6 th Edit 
enlarged. Crown 8vo. ys. Gi. 
FOTHERGILL (Dr. J. MUner).-THE Pf 
titioner’s Handbook of Tkkatmk: 
OR, The Principles op Therapeut 
3rd Edition, enlarged. 8vo. z6jr. 

- The Antagonism of Thbrapbu 

Agents, and what it Tkaches. Cr.Svo. 

-Food for the Invalid, the Conval 

CENT, THE Dyspeptic, and the Gov 
and Edition. Crown 8vo. 3^. td. 

FOWLE (Rev. T. W.).— The Poor La 
Cr. 8vo. 3^. (id. [English Citizen Sen 

-A Nkw Analogy between Reveal 

Religion and the Course and Cons' 
TUTioN OF Nature. Crown 8vo. 6s. 
FOWLER (Rev. Thomas).— Lockp:. Cro' 
8vo. xs. 6d. ; sewed, ir. 

-Progressive M«>rality: An Essay 

P^THics. Crown 8vo. 5^. 

FOWLER (W. W.).— Tales of i he Bird 
Illustrated. Crown 8vo. 3^. 6d. 

- A Ykar with the Birds. Illustratet 

Crown 8vo. 3J. td. 

FOX (Dr. Wilson).- On • the Artificia 
Production of Tumikcr.E in 'fhe Ia>we 
Animals. With Places. 410. 5s. 6d. 

-On the Treatment of Hyperpyrexia 

as Illustrated in Acute Articula 
Rheumatism bV .means of the Externa; 
.Applica'tion OK Ct.>LD. 8vo. zs.6d. 
FRAMJl (Dosabhai). -Hist<irv op thi 

PaRSIS : INCLUDING THEIR MANNERS, CUS 
TOMS, Rklk'.ion, and Presen t Position. 
With Illustrations. 2 vols, Med. 8vo. 36*- 
FRANKLAND(Prof. P«rcy).- A Handbook 
OF Agricultural Chemical Analysis. 
Founded upon “Leitfaden fiirdie Agricultur- 
Chcmischc Analyse,” von Dr. F. Krockkr. 
Crown 8vo. ys. 6tl. 

FRASER — HUGHES. — James Fraskr, 
Second Bishop of Manchester : A Me¬ 
moir. By T. Hughes. Crown 8 vo. 6f. 
FRASER-TYTLKR. — Songs in Minor 
Keys. By C. C. Frasp;r-Tvtler (Mrs. 
Edward Liddell). 2nd Kd. i8mo. 6 r. 
FRASER. —Sermons. By the Right Rev, 

i AMKS Fra.ser, D.D., Second Bishop of 
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- SunjKCT* ANU Nkjghiiouu I.ANJ>S ok 
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Plato.—Phaedrus, Lysis, and Prota- 
t.DRA:. New’Translation, by J. Wright. 
Theocri ru'5, and Moschus. Ren¬ 

dered into Kanilish Prose by Andrew Lang. 
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Selections from Modern English Lit 
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Easy Introductkw to the Hlstory 
India. By Sir Ropkh Lbthdric 
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Crown 8vo. 3X. 6<f. 
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sition.” Cilobe 8vo. 3f. 6t {, 

-An Introduction to Latin Lyric 

Vek.sb CoMiH>siTioN. Globe 8vo. 3f.—Key, 
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Dynamics. Crown 8vo. lof. 6<4 
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Devotkins for the Newly Confir 
32mo. 6t£. 
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Fo\vlp:r. lllu-strated by Bkya.n H<k>k. 

Tales OF the Birds. Hy the same. lUus* 
trated by Bryan Hi>ok. 

MACMILLANS TWO SHILLING NO* 

VELS. Globe 8vo. 2S. each. 
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Hester. \ Sir Tom, 

The Second Son. 

The Wizard's Son. 

By the Author of'‘ ffogan^ M.P,** 

Hogan, M.P. 

The Honourable Miss Ferrard. 

Flitters, Tatters, a no the Counsellor, 
Weeds, and other Sketches. 

Christy Carkw. | Ismav’s Children. 


MACMILLAN’S TWOSHILLING NC 

VELS— continued. 

By George Fleming. 

A Nile Novel. 

Mirage. 

The Head of Mkdu.sa. 

Vk-sticia. 

By Mrs. Macquoid. 

Patty. 

By Annie Keary. 

Janet’s Ho.mk. 

Oldiiury. 

Clemency Frank i.yn. 

A York and a Lancaster Rose. 

By W. E. Norris. 

MvFkiknoJim. i 1 'hria. 

By Henry James. 

Daisy Miller; An In ieknational Kpd 
sodk; F«n:R Mkktini.s. 

Roderick Hudson. 

The Madonna of the Future, and other 
TalPvS. 

Washin<;ton S<^uake. 

Princess Casamassima. 

By Frances llotigson Burtiett. 

J.OUISIANA, AND ThAT 1 .ASS o’ LoWRIk’S. 

Two .Storic.s. 

Haworih’s. 

Hy Hugh Comvay. 

A Family Ap'faik. 

Living ok Dead. 

By D. Christie Murray. 

Aunt Rachel. 

By Helen Jackson. 

Ramona : A Story. 

A .Slip in the Fens. 

MACMILLAN’.S HALF-CROWN SERIES 

OF JUVENILE BOOKS. (ilobe 8vo, 

cloth, extra. 2S. 6d. 

Our Year. By the Author of “John 
Halifax, Gentleman.” 

Little Sunshine’s Holiday. By the 
Author of “John Halifax, Gentleman.” 

When I was a I.itplk Girl. By the 
Author of “ St. Olavc’s.” 

Nine Years Old. ^ By the Author of 
“When I was a Little (iirl,” etc. 

A Storehouse of Stories. Edited by 
Chari.x^tte M. Yonge. a vols. 

Agnes Hopetoun's Schools and Holi¬ 
days. By Mrs. Oliphant. 

The Story of a Fellow Soldier. By 
Francks Awdrv. (A Life of Bishop 
Patteson for the Young.) * 

Ruth and Her Friends : A Story fos 
Girls. 

The Heroes of Asgard: Talf..s prom 
Scandinavian Mythology. By A. and 
E. Ksary. 
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MACMILLAN’S HALF-CROWN SERIES 
OF JUVENILE BOOKS-Ci^ntmued, 

The Runaway. By the Author of “ Mrs. 

Jeraingham’s Jounial.'’^ 

WANDERING W/U.IE. By the Author of 
“ Conrad the Squirrel.” 

Pansie’s Flour Bin. Illustrated by Adrian 
Stokes. 

Milly and Ollv. By Mrs. T. H. Ward. 

IIlu.strated by Mrs. Alma Tadi-.ha. 
Hannah Tarne. By Mary E. Hullah. 

Illustrated by W. J. Hkmnesky. 

■** CARktiTs," Just a Little Boy. By Mrs. 

Molicswowi’h. Illust. by Walter Crane. 
Tell Me a Story. By Mrs. Molkswoutii. 

XUustnited by Walter Crank. 

The CucKtHi Clock. By Mrs. Mi>les* 
WORTH, lllustnited by VValter Ckane. 

A Chrlstmas Child. By Mrs. M<»i.fs- 
woKTii. Illustrated by Walter Crank. 

Rosy. By Mrs. Moi.eswokth. Illustrated 
by Walter Crane. 

The Tapestry Room, by Mrs. Moi.e,s- 
wpRTH. Illustrated bv Wm.tkk Crane. 
Crandmothkk Dear. By Mrs. Molks- 
WORTH. Illustrated by Walikr Crank. 
Hrkk liAUY. By Mrs. Moleswoktu. B 
lustnUedhy {.'i<Afr.K. 

^‘Us”: An Old-Fashioned Stury. By 
Mrs. Moleswor th. Illust. by W. Crane. 
The Poft.'t.Ai ion of an Old Pear Tree; 
OK, Stories of Insect Life. From ilie 
French of K. Van Bkuysski.. Edited by 
Chaui.otte M. YoNt,E. Illustrated. 
Little Miss Peggy. By Mrs. Moles* 
woKi H. Illustrnted by Wai/itcr Crank. 
Two Little Waifs. By Mrs. Moles* 
WOR TH. Illustrated by Walter Crank. 

Christmas-Tree J.and. P.y Mrs, Molks- 
WOKTH. Illustrated by Walter Crane. 

MACMILLAN’S RUAUING HOOKS. 
AcLapted to the Knglish and Scutch Codes. 

Primer . < 4 li pp.) i8mo, ud. 

Book I. for Standard T. («>6 pp.) iSmo, 4r/. 
Book II. for Standard 11 . (144 pp.) iSmo, 5</. 
Book HI. for Standard III. (160 pp.) iSnio, 6 d. 
Book IV. for Standard IV. (176 pp.) iBmo, 8</. 
Book V.forStamlard V. (;t8o pp.) iSmo, if. 
Book VI. for Standard VI. (430 pp.)Cr.8vo, 2f. 

MACMILLAN’S COPY-BOOKS. 

*1. Initiatory Kxcrcises and Short Letters. 

*7. Words consisting of Short Letters. 

*3. L.ong Letters, with words containing Long 
T.«tters. Figures. 

•4. Words containing I.ong Letters. 

4A. Practising and Revising Copybook for 
Nos. I to 4. 

•5. Capitals, an^ Short Half-text Word.-* be¬ 
ginning with a Capita). 

■♦6. HMf-text Words beginning with a Capital. 
Figures. 

*7. Small-hand and Half-text, with Capitals 
and Figures. 

-*8. Small-hand and Half-text, with Capitals 
and Figures. 


MACMILLAN’S COPY-BOOKS— 

8a. Practising and Revising Copybook for 
Nos. 5 to 8. 

•9. Small-hand Single Head Lines. •Figures. 

10. Small-hand Single Head Lines. Figures, 
'll. Small-hand Double Hu.vl Ldh s. Figuresaa 

I'j. Commeicial and Arithmetical Examples, 
etc. 

X3A. Practising and Revising Copybook lor 
Nos. 8 to 12. , 

I'l- j Copvbork*-- may be had in two sizes : 
(i> Large Post 4tu, .\i/. each ; 

(a) Post oblong, 7d. each. 

The numbers marked * tnay also l>e had in 
Large Post 410, with Cit)()DMAN s Patent 
S i-iruNt. C'cTiKS. 6//. LMch. 
MACMILLAN’S l.mN COURSE. Parti. 
By A. M. Cook, M.A. jiuI ICditton, 
enlarged. Globe 8vo. 3^. bd. 

Part fl. By the same. Gl. 8vo. sf. 6d. 
MACMILLAN’S SHORTER LATIN 
COUkSK. By A. M. O.ok, M.A. Being 
an Abridgment ot “ Marmillan s Latin 
Cour.se, P;irt 1 .” Glol>e 8vo. j.v. 6r/. 

MACMI 1 . 1 ,AN'S LATIN kKAI>KR. A 
Latin Reader for the Lower F(»nns in 
Schools. P>y H. J. Hardy. GI. 8 vo. 24. 
MACMILLAN S GREEK COURSE. ICdit. 
l>v Rev. W . O. KLTiiFutrf’iDt, M.A. Gl. vSvo. 

I. biR'-r i'tMi-KK (iKAMMAR. iiy the Rev. 
\V. t.. Ri. THEM OKI), M.A., LL.D. Part 1 . 
AcTidence. 7s. : l^art II. Syntax, .fv. ; or 
in i vol. 3f. 6 d 

11. I^A,‘;v E'-iwtcisKS IN (xKiciiK AccidEnck. 
Jiy H. G. L'vjJi-.KHiLL, M.A. .?4. • 

111 . Skcom.' C.k-):ek Emvkcise Book. By 
Rev. W. A, Hjcakd, jM.A. 

MAC MlLi AN S GREEK KF.ADER. 

Sturms and Legemls. .A First (Ireck Reader. 
With .Notes, WK'abular)', and E.vercises, by 
F. H. C<»i.suN', M.A. Globe bvo. .u‘. 
MAC.MILLAN'S F.LEMP:NTAKv CJ.AS- 
SICS. i> 5 mo. If. <*</. each. 

This Scries faU.s into two classes :—■ 

(1) First Reading Books for J 3 egiunci.s, 
provide*.! not only with Introductions n*id 
Notes^ but with ViKohularien. and in some 
cases with Kjcc^'cises base*! upon the Text. 

(.2) Stepping-M*ines to the study of par¬ 
ticular authors, inicndeil for more {ulvunce*! 
students, who are beginning to read such 
authois as Terence, Plato, thc^Attic Drama¬ 
tists, and the harder parts of Cicero, HorsR^ 
Viigil, and Thucydides. 

These are provided with Introductions and 
Notes, but no Vocnbulary. The Publishers 
have been led to pros ide tl»e more .strictly 
Rlcmcntary^liook.s with \ ucabularies by tlw 
representations of many tc.acbers, who bold 
that beginners do D<»t understand the use of 
a Dictionary, and of others who, in the case 
of middle-class schools where the cost of 
books is a serious consideration, advocate the 
Vocabulary system on grounds of economy. 
It is hoped that the two parts of the Series, 
fitting into one another, may together fulil 
all the requirements of Elementary^ and 
Piwaraiory Schools, and the Lower Forms 
ot Public Schools. 
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M.\C.MILL.\N’.S ELEMENTARY GLAS- 
S ] C.S— continued. 

'I'he following El«mentary Books, with 
IntrottuciioHS, Notes, and VoceUfularies, and 
in some cases with ExtreUts, are either 
ready or in preparation: 

Latin Acciden'ck and Exkrcisks Ar- 
KANCfED FOR Beginners. By William 
Welch, M.A., and C. G. Dupeikld, M.A. 
iEsCllYLUS.—P kO.METHEUS VlNCTUS, Edit, 
by Rev. H. M. Stevhknsdn, M.A. 
Arrian. — Selections. Edited by John 
Bt»ND, M.A., and A. S. Wali'OLK, M.A. 
Aui.L's Geli.ius, Stories from. By Rev. 
G. H. Nall, M.A. 

CAiSAk.— The Gallic War. Book I. Edit, 
by A. S. Waltole, M.A. 

— The Invasion of Britain. Being Selec¬ 
tions from Books IV. and V. of the “De 
Bello (iallico." Adapted for Beginners by 
W. Welch, and C. G. Guffield. 

— The Hkl\ etian War. Selected from 
Book 1 . of “The Gallic War,” arranged 
for the use of Beginners by W. Welch, 
M.A., and C. G. Duffikld, M.A. 

— The Gallic War. Books II. and III. 
Ed. by Rev. W. G. Ru i HbKH>RD, M.A. 

— The Gallic War. Hook IV. Edited 
by C. Bryans, M.A. 

— The Gallic War. Scenes from Books V. 
ar.d \'I. Edited by C. Colbf.ck, M.A. 

— The (iALLic War. Kooks V. and VI. 
(separately). By the same Editor. 

— The Gallic War. Book VII. Ed. byj. 
Bond, M-.A,., and A. S. Wai.fole, M.A^ 

CicKR<».—D l Senectute. limited by E. S. 
Shuckrurgh, .M.A. 

— De A.\wcn*iA. Edited by E. S. Shuck* 
IIUROH, M.A. 

— .STOKIE.S OF Roman History. Edited 
by Rev. G. E. Jeans, M.A., and A. V. 
Jones, .M.A. 

Eukitides. — Alcestis. By the Rev. M. A. 
Bayfield, M.A. 

— Hecuba. Edited by Rev. J. Bond, M.A., 
and A. .S. Wali*ole, M.A. 

Eutropu.’S. Adapted for the'use of Begin¬ 
ners by W. Welch, M.A., and C. G. 
Duffjeld, M.A. 

Homer.—Iliad. Book I. Ed. by Rev. J. 

» ^ Bond, M.A., and A. .S. Walpole, M.A. 

- Iliad. Book XVlIl. The Arms of 
Achilles. Edited by S. R. James, M.A. 
— Onv.ssF.v. Book I. Edited by Rev. J. 

Bond, M.A., and A. S. Walpole, M.A. 
Horace.—Odes. Books 1 .—iV. Edited by 
T. E. Page, M.A. is . 6 d. each. 

Livy. Book I. Edited by H. M. Stephen¬ 
son, M.A. 

— The Hannibalian War. Being part of 
the 2ist and 23 nd Books of Livy. Ad^ed 
for Beginners by G. C. Macaulay, M.A. 
— The SiEt^E OF Syracuse. Being pmrt of 
the 24th and 35th Books of Livy. Adapted 
for the use of Beginnen by G. Richards. 
^ M.A., and A. S. Walpole, M.A. 


MACMILLAN'S ELEMENTARY CL 
SICS— cotttinued. 

Livy, Book XXL With Notes adapted! 
Mr. Capes' Edition for the Use of Ju 
Students, by W. W. Capes, M.A., 

J. E. Melhuish, M.A. 

— Legends or Ancient Rome, from I- 
Adapted for the Use of Beginners. V 
Notes, Exercises, and Vocabulary, by 
Wilkinson, M.A. 

Lucian, Extracts from. Edited b> 
Bond, M.A., and A. S. Walpole, M. 
Nepos.—Sei.kctions Illustrative 
Greek and Roman History. Ed 
by G. S. Farnell, B.A. 

Ovid.—SKLK x:noNS. Edited by E. 
Shuckhurgh, M.A. 

— Easy Selections from Ovid in f. 
GiAC Verse. Arranged for the use 
Beginners by H. Wilkinson, M.A. 

— Stories from the Metamorpiio. 
Arranged for the use Of Beginners 
Bond, M.A., and A. S. Walpole, M. 

Pha-:drus.—Select Fables. Adapted 
use of Beginners by A. S. Walwile, M 
Thucydides. - The Risk ok the Athen 
Empikf. Kook 1 . Chaps. lxxxix.--c> 
and CKXviii.—cxxxviii. Edited by F. 
Colson, M.A. 

ViRGii.. —Gkor»jics. Book I. Edited 
T. E. Page, M.A. 

— At^NBiD. Book L ?'.dited by A. 
Walpole, M.A. 

— iE.SEiD. Book 11 . Ed. byT. E, Pa 

— AiNEiD. Book III. Edited by T. 
Pa(;p:, M.A. 

— ACnf.id. Book IV. Fxlit. by Rev. H. 
Stkphkn.son, M.A. 

— AfNEiD. Book V. Edited by Rev. 
Calvert, M.A. 

— ACnkid, Book VL Ed. b}' T. E. Pa 

— jEneiu. Book VIL The Wrath 
Tuknus. Edited by A. Calvert, M. 

— ;Eneii>. Hook IX. Edited by F 
H. M. .Stephenson, M.A. 

— Selections. Edited by E. S. Shu 
nuKGH, M.A. 

Xenophon.—.\naiiasis. Hook I. Ed 
by A. S. Wali-ole, M.A. 

— Anabasis. Book I., Chaps, i.—viii. E 
by E. A. Wells, M.A. 

— Anabasis. Book 11 . Edited by A 
Walpole, M.A. 

— Selections from Book IV. of “'j 
Anabasis." Edit, by Rev. £. D. Stc 

— Selections from the Cyropae: 
Edited by Rev. A. H. Cooks, M.A 

The following more acjvanced books I 
Introductions, Notes, but no Vocabulari 
CiCBRO.—S elect Letters. Edit, by I 
G. K. Jeans, M.A. 

Herodotus.—Selections from Be 
VIL AND Vlll. The Expedition 
Xkki^bs. Edited by A. H. Cookb, N: 
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MACMILLAN'S ELEMENTARY CLAS- 
^ICS-^oHtinued. 

Hokace.- Selections from the Satires 
AND Epistles. Edited by Rev. W. J. V. 
i^AKKR, M.A. 

— Self^j- KF<>r)Es AND Aks Poktica. 
Edited by H. A. Dalton, M.A. 

Plato.—Kuthyphro and Menexenus. 

bklited by C. K. Graves, M.A. 
Terence.—S cKNF,s from tup: Andria. 

Edited by F. W. Cornish, M.A. 

The Greek Ei.egiac Pof,ts, from Cai.- 
LINUS TO Callimachus. Selected and 
Edited by Hev. H. Kynaston. 
Thucydides. Book IV., Chaps, i. - Ixi. 
The Cap'iukk of Sphacteria. Edited 
by C. E. Graves, M.A. 

Virgil.— Gkok(;ics. Ik>ok U. Kdltcd l»y 
Rev. J. H. Skrink, M.A. 

Other Volumes to follow. 

MACMILLAN'S, CLAS.SICAL SKRIKS 
FOR COLLEOrCS AND SCHOOLS. 
Fcp. 8vo. Being select portions of Greek 
and I.atin authors, edited, with Introductions 
and Notes, for the use of Middle and Upper 
Form.s of Schools, or of Candidates for Public 
Examinations at the Universities and else¬ 
where. 

A<>schines.-- 1N CrEsii*H()NTKM. bkiiced by 
Rev.' 'r. G\\.\ik.jn, M.A., and E. S. 
SHucKHUKCiif, M.A. \In the Press. 

AiscHVLUs. — Peksal Edited by A. O. 
Prickard, M.A. With Map. jj. 6r/. 

— The “ Sf.ven A<.ainst Tiiiiiu-:s.‘' Edit, 
by A. W. Vkkhai.l, Liti.D., and M. A. 
Baypieli>, M.A. 3i\ (ui. 

Andocidiss. —I)k Mvsteriis. Edited by 
W. J. Hicicm, M.A. 

At TIC Okathjrs, Sklkcttons from the. 
Antiphon, Andocides, Lysias, Isocrates, 
and isasus. Ed. by K. C. Jkhr, LitcD. ts. 
Cacsar. -The Gallic War. Edited after 
Kraner by Rev. J. Bond, M.A., and A. S. 
Walpole, M.A. With Maps. 6 f. 
Catullus. ' -Select Poems. Edited by F. 
P. Simpson, B.A. ss. (The Text of this 
Edition i.s carefully adapted to School u.se. ] 
Cicero. — The Catilinp: Orations.^ From 
the German of Karl Halm. Edited by 
A. S. Wilkins, Litt.D. 34*. 6r/. 

•— Pro Lege Manilia. Edited, after Halm, 
by ProL A. S. Wilkins, LittD. 3s. td. 

— The Second Philippic Oration. From 
the German of Karl Halm. Edited, with 
Corrections and Additions, by Prof. J. E. B. 
Mayor, 

— Pro R0.SC10 Ambrino. Ediud, after 
Halm, by £. H. Donkin, M.A. 4^. td. 

— Pro P. Sestio. Edited by Rev. H. A. 
Holden, M.^. 

Demosthenes. —Db Corona. Edited by B. 

Drake, M.A, New and revised ediL 4^.6^. 
— Aoveksus Lbptini^m. BUiited by Rev. 
J. R. King, M.A. 4^. 6 d. 

— The First Philippic Edited, after C. 
Rdhdantz, by Rev. T. Owatkin. 2s. 6d. 


MAOMILLAN’S CLASSICAL SERIES— 

continued . 

Eoripu)ks.--Hipi‘olyi us. Edited by Prof. 
J. P. MAHAFi-vand J. U. Bury* 3J. 6ti . 

— Medka. F.dited by A. W. Vekrall 
L itt.D. j.s. 6<f. 

— Iphigema in Tauris. Edited by E. B 
England, M.A. 4^. ( ni . 

— Ion. Ed. by M. A. H.wi^iKLik, M.A. 3f.6(/ 

HE' odotos. B>oks VII. and VTII. F-dit 

by Mr«. Montagu outler. 

Homkr. - Ii.iAD. Books J. IX. XL XVL- 
XXIV. Thk Srt)Rv OF Acnit.i p:s. Ed. 

J. H. Pr.\tt,M. A.,andW. Leap.L itt.D. 6f 

-- Ody.ssky. Book IX. Edited by Prof 
J. K. B. M.wok, M.A. - zs . M . 

— Odvssey. Books XXL- XXIV. Tm 
Triumph of Odyssko.s. Edited by S. G 
Hamilujn, B.A. 3f. 61/. 

H<irace. Thk Odes. Edited by T. E 
Pagk, M.A. f > s . (Book.s L 11 . HI. am 
IV. separately, ■ zs . each.) 

Thk Sa'ijkks. Edited by Prof. A 
Palmkk, M.A. 6^. 

— 'I’mi Ei*isit.l..s and Aus Pt>KTicA. Edit 

by J^rof. A. S. Wilkins, dr. 

Juvic.NAL. I'mRTKiiN Satires. Edited, fo 
tbc use of Schools, by K. G. Hardy, M.A 
5i-. rriie 'I'e.xt of this Edition is carefulb. 
adapted to .School use.] 

— Ski EC r Satiffs, Edited by Prof, join 
E. B. Mayor. X. and XL 3r. (w/.; XIL- 
XVL 4^.0^. 

Livy. Books 11 . and 111 . Edited by Rev 
H. M. Stkphkxson, M.A. sr. 

— Books XXL ;ind XXIL Edited by Kev 
W. W. Capivs, M.A. 54. 

— Books XXIII. and XXIV. Ed.byG. C 
Macaui.ay. With Maps. sjf. 

— Tiik Last Two Kings i)F Macei>on 

FXtracts from the Fourth and Fifth i>e 
cade.s of 1 .ivy. Selected and Edit, by F. H 
Rawlins, With Maps. 

Lucrk'Iics. H<)oks 1 .—III. Edited b 
J. H. W.vuuurton Lee, M.A. 45. on’. 

Lysias.—Skmxt Orations. Edited •!> 
E. S. Shuckhukgh, M.A. dr. 

Martial..--Ski.ect F>igrams. Edited b 
Rev. H. M. Stp:phenson, M.A. 6s . 6d . 

Ovid.—Fasti. Eidited by G. H. HALLArfi 
M.A. With Maps. $ s . 

— Hkkoiuum Epistulas XIII. Edited I) 
E. S. Shuckiiurgh, M.A. 4^. 6t /. 

— Metamorphoses. BooksXIII.andXH 
Edited hfC . Simmon^;, M.A. 4^. 6 d . 

Plato.- The Kepudlic. Books I.—N 

■ Edited by )*. H. Warren, M.A. 6f. 

— Laches. Edited by M. T. Tathah 
M.A. 2.r. 6 < l . 

Plautus.—Miles Gloriosus. Edited I 
Prof. R. Y. Tyrrell, M.A. sjr. 

— Amphitruo. Ed. by a. Palmer, M.A. 5 

Pliny.—Letters. Books 1 . and II. Editi 
by J. Cowan, M.A. 5s . 
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MACMIL!.ANS CLASSICAL SERIES— 

continued . 

Pliny. -“Lettkrs. Booklll. EditedbyProf. 
J. E. B, Mayor. With Life of Pliny by 
G. H. Rbnoaix. 5^. 

Plutarch. — Life of Thbmistoki.es. Ed. 
by Rev. H. A. Holden, M.A., LL.I>. s^. 

— Lives of Galba and Otho. Edited by 
E. O. HAr.uv, M.A. 6 j. 

Polybius. The History of the Achaean 
League as contained m the remains of 
^ Polybius. Edited by W. W. Cai'KS. fys.td. 

Propertius.--Select Poems. Edited by 
Prof. J. P. Postdate, M.A. hs. 

Sallust. Catiline and Ju:jurtha. Ed. 
by C. Merivale, D.D. 4^.6*/.- Or sepa¬ 
rately, 2f. (id. each. 

— Uei.lum Catulinae. Edited by A. M. 
Cook, M.A. 4J. 6</. 

Tacitus.--Agkicola and Germania. Ed. 
by A. J. Church, M.A., and W. j. 
Brodribb, M.A. 3j. 6f/.—Or separately, 
is. each. 

— The Annals. Book VI. By the .same 
Editors. 2^*. 6d. 

— The Histories. Books I. and 11 , 
Edited by A, D. Godi.ey, M.A. sr. 

— The Histories. Books III.—V. By 
the same Editor. 5^. 

Terence.— Hauton Timorumenos. Edit. 

Ea S. Shuckburgh, M.A. 3^. --With 
'rranslation, 4^. 6d. 

— Phormio. Kd. by Rev. J. Bond, M.A., 
and A. S. Wai.j-olk, NT.A. 4^. 6d. 

Thucydide.s. Book IV. Edited by C. E. 
(jRAVKS, M.A. 5s. 

— Book V. By the same Editor. 

— Books VI. and VII. The Sicilian Ex¬ 
pedition. Edited by Kcv. P. Frost, 
M.A. With Map. 5X. 

Virgil. —yENEiD. Books I. and II. The 
Narrative of >Enkas. Edited by E. W. 
Howson, M.A. 3s. 

Xenophon.—Hkllknica. Books 1 . and 71 . 
Edited by H. Hailstone, M.A. 4J-. 6 d . 

—; Cyropaidia. Books Vlf. and VIII. Ed. 
*by Prof. A. (iooowiN, M.A. 5s. 

— Memorabilia Socratis. Edited by 
A. R. Clukr, B.A. 6#. 

— The Anabasis. Books I.—IV. Edited 
«by Profes.sors W. W. Goodwin and J. W. 

White. Adapted to (Goodwin's Greek 
Grammar. With a Map. ss. 

— Hibro. Edited by Rev. H. A. Holdbn, 
M.A., LL.D. 3 S .6 d . 

— Oeconomicus. By the liame Editor. 
With Introduction, Explanatory Notes, 
Critical Appendix, and l^exicoo. 6s. 

The following are in preparation: 

Demosthenes. — In Midiam. Edited by 
Prof. A S. Wilkins, Litt.D., and Her¬ 
man Hager, Ph.D. 

Herodotus. Books V. and VI. Edited 
by Prof. J. Strachan, M.A. 

Is^os.— The Orations. Edited by Prof. 

f Wm. Ridgeway, M.A. 


MACMILLAN’S CLASSICAL SERIES— 
continued. 

Ovid.—Metamorphoses. Books 1 .— III. 

Edited by C. Simmons, M.A. 

Sallust.—Jugurtha. Edited by A.*M. 
Cook, M.A. 

Tacitus. — The Annai.s. Books I. and II. 
Edited by J. S. Reid, Litt.D. 

Other Volumes will follmv. 

MACMILLAN'S GEOGRAPHICAL 
SERIES. Edited by Archibald Geikib, 
F.K.S., Director-General of the (jeological 
Survey of the United Kingdom. 

The Teaching ok (jeography. A Practical 
Handbook tor the use of Teachers, Cr. 
8 vo. IS. 

Geography ok the British Isles. By 
Archibald (iEiKiK, F.U.S. iSino. is. 
Thf. Elementary School Atlas. 24 Maps 
in Colours. By John Bartholomew, 

F. R.G.S. 4to. ijr. 

An Elementary Class-Book op General 
GK ociKAPiiv. By Hut. II Roukrt Mill, 
D.Sc. Edin. Illustrated. Cr. 8vo. 3s. 6d. 
Map Dkawjn<; and Map Making. By 
W, A. Elderpon. 

Gecxiraphy of the British Colonies. By 

G. M. Dawson and Alex. Sutherland. 
Geography op Euroi’F. By James .Sime, 

M. A. With Illustrations. Globe 8vo. 
Geogr.apiiy op North America. By Prof. 

N. S. Siialek. 

GFXHiRAPHY op India. By H. F. Blan- 
ford, F.G.S. 

MACMILLAN'S SCIENTIFIC CIASS- 
BOOKS. Fcp. 8vo. 

ELliMKNTARY I.P>'SONS IN THE SCIENCE OF 
AtiRICULTUKAL PRACTICE. By Prof. H. 

Tanner. 3s. 6d. 

Popular A.stronomy. By Sir G. B. Airy, 
K.C.B., late Astronomer-Royal. 4r. ( id . 
Elementary Lessons in Phy.skh-ogv. By 
T. H. HuKlev, F'.R.S. 4j. 6d . (Ques¬ 
tions on, i.r. 6d.y 

Lessons in L<x:;k', Inductive and Deduc¬ 
tive. By W. S. Jevons, LL.D. 3s. Sd , 
Lp.ssons in Klkmkn i ary Chemistry. By 
Sir H. Roscoe, F.R.S, ^s.6d. --Problem}: 
atlapted to the. same, by Prof. Thorpe. 
With Key. 2j. 

Owens College Junior (^)ursr of Prac¬ 
tical Chemistry. By F. Jones. With 
Preface by Sir H. Roscoe, F.R.S. 6d . 
Experimental Proofs of Chemical 
Theory for BEtiiNNERs. By William 
Ramsay, Ph.D. is . 6d . 

Numerical Tahlks and Constants if 
Ei.kmentary Science. By Sydneh 
Lupton, M.A. is . 6d.r 
Lessons in Elementary Anatomy. By 
St. G. Mivart, F.R.S. 6s . 6d . 
Political Economy for Beginners. By 
Mm, Fawcett. With Questions, is . 6d . 
Diseases of Field and Garden Crops. 
By W. G. Smith. 4,s, ful. 
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MACMILLAN'S SCIENTIFIC CLASS- 
BOO continued. 

Lessens in Li-kmeni-ary Botany. By 
Prof. Oi.iVKK, F.R.S. 4J-. 6.f. 

EssoNs IN Elementary Physics. By 
Prof. BAL»^)tK S l EWAKT, K.K.S. New 
Edition. 4^-. M. (Questions on, -25.') 
Elemeni aky Lessons on Astronomy. By 
J. N. Lockykk, F.R.S. New Edition. 
5.V. 6 d. ((Questions on, if. (ui.) 

An Elkmkn takv 'rKEAnsE on S'kam. By 
Prof. J. Perry, C.E. 45. (ni. 

Questions and K.\ami*lks on VIxleri- 
MENTAL Physics: Sound, Light, Heat, 
Electricity,and Magnetism. ByH.LoEWY, 
F.R.A.S. Fcp. 8vo. 25. 

A Grat)UATi-t> Course ok Naturai.^Sci- 
KNCE FOR Kt.EME.NTARY AND TECHNICAL 
Schools and Coi.lkoes. Part 1. First 
Year’s Course. By the same. (Jl. 8vo. ^s. 
Physical (Jkooraimiv, Elementary Les¬ 
sons IN. By Arcihuald Geikje, F.R.S. 
4f. 6^. (Questions, lv. 6f/.) 

S^)UNO, Ki.emknt.m<y I.essons o.v. By Or. 

W. H. Stoke, -^s.ed. 

Class-Book oe Gj.<*tiRAFHY. By C. H. 

Clarkk, F.R.S. 3^-. fif/. ; scwerl, \s. 
Questmans on Chemistry. A Scries of 
Problems aii«l F.xerc'i.ses in Inorganic and 
Organic <.;iie«nisiry. Uj F. Jones. 3J. 
Electricity and M.aonktism. By Prof. 

SlLVANl'S ThI’MI’SON. 4f. 6d. 

Electric 1..h;iit Ari ihmkitc. By R. E. 
Day, M.A, af. 

The Economics ok Indlstrv. By Prof. 
A. Marshall and M. P. Marsh all. a#.6<f. 


Short (teo<;rai*hy »>e the. British Is¬ 
lands. By L R. (iRKEN and Alice S. 
Orken. with Maps. 3f. 6 d . 

A CoLI.ECTH>K of ExAMI’LRS oN HkAT AND 
Elkctricity. By H. H. Turner. ■2s.M. 
Owbns College Cour.se; iie Practical 
Organic Chemistry. J 3 y Julius B, 
CoHBN, Ph.I). With Preface by Sir H. 
Roscok an«l Prof. Schorle.mmkr. 2 t. 6 d. 
Elements or Chemistry. By Prof. Ira 
REM.SEN. 2X. 6 d. 

Examflks in Physics. By Prof. D. E. 
JOHE-S, B.Sc. 6 d. 

MACMILLAN’S PROGRESSIVE 
FRENCH COURSE. By G, Eugene 
FA itNACHT. Fixtra fcp. 8vo. 

I. First Year, ciintaining Easy Lessons 
IN THE Regular Accidence. Thoroughly 
revised Edition, ^s. 

II. Second Year, containing An Elb* 

MENTARY GRAMMAR. With COplOUS Kxcr- 

cises, Notes, and Vocabularies, New 
l^ition, enlarged. 2s. 

III. Third ^ar, containing a System¬ 
atic Syntax and Lessons in Compo¬ 
sition. ^s. 6d. 

The Teacher’s Companion to the same. 
With copious Notes, Hints for different 
renderings, Synonyms, Philological Re¬ 
marks, etc. ist Year, 4f. 6rf. and Year, 
4r. 6d, 3rd Year, 4;. 6</. 


ma^:millan’s progressive 

FRENCH KKADERS. By G. Eugene 
FASNAC in. Extra fcp. 8vo. 

I . First Year, containlnt; Tj^le-s, His¬ 
torical Extracts, Letters, Dia¬ 
logues, Fab'ks, Bai lads, NURSrf^” 

etc. With 'Fwo Voiuibularie.s: (i) 
In the Order of Subjects; (2) in Alpha¬ 
betical Order. 25. ^>i/. 

II. Second Vfah, co.vtaini^’g Fiction in 

pRo-h. AivD Vt/se, Historical and 
llESCHlTriVK KxTVACrS, VisSAYS, LET¬ 
TERS, etc. 2S. fxi. , 

MACMILLAN’S FRENCH COMPOSI- 
'LION By Cf. P^UG^'.Nt; Fasnacht. Extra 
f< p. 3vo. 

Part I. ICi.kmkntarv. 2s. 6 ti . ■ Part II. 
Advanced. 

7 'iie Tkachek's Comeanior to the Same.* 
I’art I, 4.f. 

MACMILLAN’S PROfJRESSIVE 
GERMAN COURSE. By G. Eugene 
Fasnacht. Extra fcp. 8vo. 

I. First Year, containing Easy Lessons 
ON THE Regular Accidence, if. 6 d. 
n. ShCoND Year, con talning Co.sversa- 
TioNAL Lessons <»n Systematic Acci- 
Dfc..sc.i; AND Elemen tary Svn 1 ax, with 
P int oLoi.iCAL Illustrations and Etv- 

MOI,0<,JCAL VoCAHULAKY. NcW KdiUOlI, 
enlarged, 

'Thf. Teacher's Companion to the same. 
isl Year, 4.?. Ck/. 2nd Year, 4^. fxi, 

MACMILLAN’S PROGRESSIVE 
(;ERMAN READERS. By G. KuciNB 
Faskach I . Extra fcap. 8 vo. 

First Year, CON rAiMN(. an iNTuriucc- 
TioN to the German ordp-k of Words, 
WITH Copiou.s Kxami’le.s, Extracts 

FRO.M (iERMAN AUTIKIKS IN PROSE AND 

Poetry, Notes, Vir'ahulakie-s. 2 s.C>d. 

MACMILLAN’S SERIES OF FOREIGN 
SCHOOL CLASSICS. Edited liy G. E. 
Fasnacht. i8mo. 

Select work.s of the best foreign Authors, 
with suitable Notes and Introductions 
base<l on the latest researches of French 
and German Scholars by practical meters 
and teachers. 

FRENCH. 

Corneille. — Le Cid. Edited by G. Jjp. 
Fasnacht. js. 

Duma.s.-- Lbs DEMOisELi.i-^t de St. Cyr. 

Edited by V ictor Oger. if. 6<f. 

La Fontaine’s Faijles. Books I.—VI. 

Edit, bg L. M. Mokiarty. [/n tAe Press. 
MoLifeRE.- LFs Femmes Savantes. By 
G. E. Fasnacht. i.t. 

— Le Misanthrope. By the same. is. 

— Le Mj^dbcxn Malgr^ Lui. By the 
same. if. 

— L’Avare. Ed. by L. M. Moriarty. is. 
— l.E Bourgeois Gbntii.homme. By the 
same. is. 6d. 

Racine.—Britannicus. Edited by EuckNe 
Pkllissier. 2s. 
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MACMILLAN'S FOREIGN Scrfooi. 
C LASSI continued. 

^ FRENCH. 

French Readings from Roman History. 
Selected from various Authors. Edited by 
C C01.BECK, M.A. 4J. 6rf. 

Sand (GeorgeX—L a Mare au Diahle. 

Edited by W. E. Russell, M.A. is. 
Sandeau 4 JulesX—M ademoiselle dk la 
SsiCLikpR. Edit, by H. C. Steel, is. 6d. 
Thiers’s History of the Egyptian Expr* 
IJITION. Edit, by Rev. H. A. Bull, M.A. 
Voltaire.—Charlf.s XII. Edited by G. K. 
Fasnacht. 3 J. M. 

(JERMAN. 

Freytao. — Doktok Luther. Edited by 
Francis Storr, M.A. {In the Press. 
<rOETHE. — GoTZ VON BeRLICHINGEN. Edit. 

by H. A. Bull, M.A. 2s. 

— Faust. Parti. Ed.by MissJ. Lf.e. 4r.6(f. 
Heine.—Selections from tiif. Rbise- 

HiLOER and other Prosk Works. Edit, 
by C. Coi.iiECK, M.A. 2s. 6d. 

Lessing.—Minna von Harnhklm. Edited 
by J. SiME, M.A. 

Schiller.—Die Jungfrau Von Orleans. 
Edited by Joseph Gostwick. 2s. 6d. 

— Maria Stuart. Edited by C. Sheldon, 
M.A.,D.Lit. 2s.6d. 

- Wallkn.stkin. Part I. Das LXger. 
Edited by H. B. Cottkkill, M.A 2s. 

-- Wilhelm Tell. Edited by G. E. Fas* 

NACHT. 2 S. 6d. 

-- Selections from Schiller’s Lyrical 
Poems. Edited by E. J. Turner, M.A., 
and E. 1 ). A. Morshead, M.A. 2s, 6d. 
Uhland.—Sfxkct Ballads. Adapted a.s 
a First Easy Reading Book for Beginners. 
Edited by G. E. Fasnacht. is. 
MACMILLAN S PRIMARY SERIES OF 
FRENCH AND (JERMAN READING 
BOOKS. Edited by G. Eug&ne Fas* 
NACHT. With Illustrations. Globe 8vo. 
Cornaz.— Nos Enfants et Leurs Amis. 

Edited by Edith Harvey, xs. 6d. 

De Maistrb.—La Jeune Sid^rienne rt 
Is LkpRKUX de la CiTk d’Aostb. Edit, 
by S. Barlet, B.Sc. if. 6 d. 

Florian.—Selfxt Fables. Edited by 
Charles Ybld, M.A. if. M. 

C-.iMM.—K inder- und HausmXrchbn. 
Selected and Edited by G. E. Fasnacht. 
Illustrated. 3f. 6d. 

Hauff.—Die Karavanb. Edited by Her¬ 
man Hagkk, Ph.D. With Exercises by 
G. E. Fasnacht. 3 f. * 

La Fontaine.—Fables. A Selection, by 
L. M. Moriaktv, M.A. With Illustra¬ 
tions by Randolph Caldecott. 9s. 6d. 
Moleswortii.—Frf.nch Life in Letters. 

By Mrs. Moleswokth. if. 6d. 
Perrault.— Co.NTES DE Fkss. Edited by 
G. E. Fasnacht. if. 6d. 

Schmid.—Heinrich von £ichenfbl.s. Ed. 
G. £. Fasnacht. af. 6d. 


MACNAMARA(C.X—A History of Asiatic 
Cholera. Crown 8vo. lof. 6d. 
MACQUOID(K.S.).— Patty. GlobeSvo. af. 
MADAGASCAR : An Historical ani^'Dk- 
scRiiTivE Account of the Island and its 
FORMER Dependencies. By Captain S. 
Oliver, F.S.A. avols. Med. 8vo. 2i.12s.6d. 

MADAME TABBY’S ESTABLISHMENT. 
By Karl Illustrated by L. Wain. Crown 
8vo. 4f. 6d. 

MADOC (FayrX— ^The Story of Melicent. 
Crown 8vo. 4f. 6d. 

- Margaret Jermine. 3 vols. Crown 

8vo. 3 If. 6d. 

MAGUIRE (J- — Young Prince Mari¬ 

gold. Illustrated. Globe 8vo. 4^, 6d. 
MAHAFKV(Rev. Prof. J. P.).— Social Life 

IN (iKEKCK, FROM HOMER TO MkNANDEK. 

6th li^ition. Crown 8vo. Qf. 

-Greek Life and Thought from the 

Age of Alp:xander to the Roman Con- 
yUKST. Crown 8vo. laf. 6d. 

- Rambles and Studies in Greece. Illus¬ 
trated. 3rd Edition. Crown 8vo. lof. 6d. 
-A History of Classicai. Greek Lite¬ 
rature. 2 vols. Cr. 8vo. each.—Vol. 1 . 

The Poets. With an Appendix on Homer by 
Prof. Savce. —Vol. II. The Prose Writers. 

- Greek Antkjuitiks. Illust. i8mo. if. 

- Euripides. iBmo. if. 6d. 

-The Decay of Modf.rn Preaching: 

An Essay. Crown 8vo. 3f. 6 d. 

——The Principles of the Art of Con¬ 
versation. and Kd. Crown 8vo. 4f. 6d. 
MAHAFFY (Rev. Prof. J. P.)and ROGERS 
n. E.).— Skp;tchks from a Tour through 
Holland and Germany. Illustrated by 
J. K. R(m;ers. Extra crown 8vo. lof. 6d. 
MAHAFFY (Prof. J. P.) and BERNARD 
(J. H.).'--Kant’s Critical Philosophy for 
English Readers. A new and completed 
Edition in a vols. Crown 8vo.—Vol. I. The 
Kritik of Pure Reason Explained and 
Defended. js.6ti. —Vol. II. The “Pro¬ 
legomena.” Translated, with Notes and 
Appendices. 6f. 

MAITLAND(F. W.X— Pleas of theCrown 
fortheCounty ok Gloucester, a.d. 1221. 
Edited by F. W. Maitland. 8vo. -js. 6d. 

— Justice and Police. Cr. 8vo. 3f. 6d. 

MALET(LucasX— Mrs. Lorimek: A Sketch 
IN Black and White. Cr. 8vo, 4f. 6d. 
MANCHESTER SCIENCE LECTURES 
FOR THE PEOPLE. Eighth Series, 
1876—77. With Illustrations. Cr. 8vo. 7s, 

MANSFIELD(C- B.X— A Theory of Salts. 
Crown 8vo. i4f. 

— Aerial Navigation. Cr. 8vo. lof. 6 ti. 
MARKHAM K.).—Life ok Robert 

Fairfax, of Stbbton. 8vo. raf. 6 ti. 

MARRIOTT a- A. R.).-Thk Makers of 
Modern Italy: M'azzini, Cavour, Gari¬ 
baldi. Three Oxford Lectures. Crown 
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MARSHALL (Prof. Alfred). —The Principles 
ofKconomics. avols. 8vo. [VoL I. shortly, 

MARSHALL (Prof. A. and Mary P.)‘ —Thk 
Economics OK I NDi sTRY. Ex.fcp.8vo. m.6^. 

MARSHALL (I. M.).* A Table (if Ikrecv- 
i.AR Okk&k Vkrus. 8vo. \s. 

MARTEL(Chas.X— Military Italy. With 
Map. 8 VO. \is, (id. 

MARTIAL. —Select Ekickams for Enc;- 
LisH Readers. Translated by W. T. Webb, 
M. A. Extra fcp. 8vo. 45-. 6r?. 

-Select Epigrams. Edit, by Rev. H. M. 

Stephenson, M.A. Fcp. 8vo. dr. bd. 

MARTIN (Frances).—T he Poet's Hour. 
Poetry Selected and Arranged for Children, 
lamo. ar. (nL 

-Spring-Time with the Poets. i8mo. 

3f. (id. 

-Angelk^iue Ahnagld, Abbess of J^ort 

Royal. Crown 8vo. 4^. bd. 

MARTIN (Frederick).- 'The History of 
Lloyd’s, and of Marine Insurance in 
( iREAT Britain. 8vo. 14^. 

M.\RTINEAU (Harriet). HuxiRAPmcAL 
Sketches, 1852 -75. Crown 8vo. 6f. 

MARTINKAU (f>r. James).- -Spino/a. 2nd 
F.dition. Crown 8vo. bs. 

MARTINEAU (Miss C. A.). - Kasy Lessons 
o.N Heat. CJlobe 8vo. 2.c. bd. 

MASSON (Prof. David).—R vxknt British 
Philosophy. 3rd Edition. Cr. 8vo. bs. 

-Drummond ok Hawthoknden. Crown 

8vo. lor. bd. 

-WoRusw(jKTH, Shelley, Keats, and 

other Essays. Crown 8vo. 5^. 

-Chatterton : A Story ok the Year 

1770. Crown 8vo. 5J. 

-Like of Milton. See “ Milton.” 

-Milton's Poems. See “ Milton.” 

-DeQuinckv. Cr. 8vo. js. (x/. ; sewed, is. 

M. 4 SSON (dustave).—A Compendious Dic¬ 
tionary OP 'I’HK French Language 
(Frbnch-Engi.isii and Enclish-Fhknch). 
Crown 8v<>. 6#. 

- La Lyre Fran^aise. Selected and ar¬ 
ranged, with Notes. Vignette. i8mo. 4.?. 6fl. 

MASSON (Mrs.).-- Three Centuries of 
English Pop:j kv. Being Selections from 
Chaucer to Herrick. Globe 8vo. 3s. btl. 

MATHEWS.- The Life of Charles J. 
Mathbw.s. Edited by Charles Dickens. 
With Portraits. 2 vols. 8vo. 25J. 

M-^TURIN (Rev. W.).— The Bles.sednf.ss 
OF the Dead in Christ. Cr. 8vo. 7s. 6d. 

M AUDSLEY (Dr. Henry).— The Physiology 
OF Mind, Crown 8vo. los. bd. 

The Pathology of Mind. 8vo. iSs. 

Body and Mind. Crown 8 vo. 6 s. bef. 

MAURICE.— tiFE OF Frf.dkrick Denison 
Maurice. BybisSon, Frederick Maurice, 
Two Portraits. 3rd Ed. avols. DemySvo. 36^. 

Popular Edition (4th Thou.sand) a vols. 

Crown 8vo. tbs. 

MAURICE (Frederick DenisonX - The King¬ 
dom <iF Christ. 3rd Ed. avols. Cr. 8vo. lar. 


MAURICE (F. I).).-••• Lkcn RES on the 
Ai'ocalvpse. and Edition. Cr. 8vo. 6s. 

-Social .Morality, jrd Kd. Cr. 8vo. 

CoNsriENCi;. Lccttires on ^'asuistry. 
3rd ICdition. drown 8vo. .{s. bt^. 

-DiALoGirus ON Fvmu.s W'okship, (.Vown 

8vo. 4s. bit. 

-ThF.PaTKIARCHS AND Lawi.ivkrsofthe 

Old Testament. 7th Ed. U', Svo. 4?. 6d. 
—The Prophets and Ki,n(.sof the Old 
Te.s r^MENi. 5iJj E«!;:ion. Cr. fivo. bs. 

-The (iospKi. of iH?. Kingdom of^ 

Heaven. 3rd Kditiun. Crown 8vo. bs. 

— The Gospel of .St, John. 8ih Kdition. 
Crown 8vo. bs. 

■ --'rni Kpisti.fsok Sr. John 4th Kdition. 
Crown 8vo. 6... 

-Expository .SkrM(*ns on ihe PKA^■KR- 

Book ; AM) on the Lord's Prayer. New 
Kdition. C.Vown 8vo. bs. 

-Theoloihcal Kss.ws. 4th Kd. Cr.8vo.fif. 

— The Docj'kink of SAtKii'icE deduced 

FROM THE ScKiPTUKKS. 2nd ImI. Cr. 8 vo. 6f. 

- Moral and Mktaphv.sicai Philosophy. 
4th Kdition. 2 voLs, 8vo. ibs. 

The Kei.kuons ok thp': World. 6ih 
Edition. Crow-n 8vo. 4.T. f;/. 

On the Sabhath Day ; theCharactkr 
OK niE Warrior ; and on i he Intkuprk- 
TATHiN ok His i fiKY. Fcp. 8vo. 2f. 6</. 

- I.karnin(. AND Working. Cr.8vo. 4s.6/t. 

--- The Lord’s Pkavkk, the Creed, and 
THE Comma ND.MKNT.s. i8tno. i.\-. 

SKRMoN-i Preached in Country 
Chhrciii-.s. 2nd F.dition. Crown 8vo. 6f. 

— - The Fkip:ndship ok Books, an'D other 

I. KcruRi-:s. 3rd Kdition. C r. 8vo. 4s. bd. 

— The Unity or the New 'I'ksta.mln r. 
2nd Isdition. a vols. Crown 8vo. i2.t. 

— Lessons ok Hope. Readings from the 
Works of F. D. Maurice. Selected by Rev. 

J. Ll. Davies, M.A. Crown 8vo. 5.9. 

-The Communion Service ki om i-hh 

B«»ok or Cr«).MMON Prayer, with Si-lkc'p 
Readings from the Wkitlngs oi- the 
Rev. F. 1 ). Maurice. Edited by the Right 
Rev. Bishop CoLF.NSo. i6mo. ns. bd. 
MAXWELL.—Professor Clerk .Maxwei.i , 
A Life OF. By Prof. L. Campbell, .M.A., 
and W. Garnf.tt, M..-\. and Kditit^i. 
Crown 8vo. 7s. 6d. 

MAYER (Prof. A. M.).—Sound. A Series «)t 
Simple, Entertaining, and Inexpensive F.x- 
periments in the Phenomena of Sound. With 
Illustrations. Crown 8vo. :vf. 6d. 

MAYER (frof. A. HARNARD(C.)- 

Light. A Scries of Simple, Entertaining, 
and Useful Experiments in the Phenomena 
of Light. Illustrated. Crown 8vo. ns.bd. 
MAYOR (Prof. John E. B.).~A First Greek 
Rbadku. New Edition. Fcp. 8vo. 4f. bd. 

-AtlToniOGRAPHY OF MaTTHEW RoDIN 

SON. Fcp, 8vo. 5X. 

-— A Bibliographical Clue to LATl^ 
Literature. Crown 8vo. lox. bti. [Set 
also under “ Juvenal.”! 
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MAYOR (Prof. Joseph I 3 .)*— Grbbk pdli 
GiNNCR.s. Fcp. 8vo. Parti, is.td .—Parts 
II. and III. 3.r. 6ti. —Complete, 4;. (>d. 

MAZIN? (Linda).—I n the Goi.dkn Shell. 
With Illustrations. Globe 8vo. 4^. 

' ^lELBOURNE. --Memoiks ok Viscount 
Melboun.ve. By W. M. Torrens. With 
Portrait. 2nd Edition. 2 vols. 8vo. 32^. 

MELDOLA/Prof. R.) —The Chemistry op 
PHOTOfjRAi'HY. Crown 8vo. 6s* 

MKLDOLA (Prof. R.)and WHITE (Wm.).— 
Report on the East Anglian Earth* 
' <^UAKE OF 22Ni> April, 1884. 8vo. 3#. 6<f 

MENDENHALL (T. C.). A Century of 
K i.KCTRjcn V. Crown 8vo. 4J. 6<i. 

MERCIER(Dr. C.). —The Nektous System 
ANUTHEM mn. 8vo. xis.6ci. 
r MERCUR (Prof. J.).—-Elements of the 
Art OF War. 8vo. ijs. 

MEREDITH (George). — A Reading op 
Earth. Extra fcp. 8vo. 5s* 

-Poems and Lyrics of the Joy ok 

Earth. Extra fcp. 8vo. 6s. 

-Ballads and Poems of Tragic Life. 

Crown 8vo. 6j?. 

MIALL.— Life ok Edward Mialu By his 
Son, Arthur Miall. 8vo. lor. 6^. 

MILL (H. R.). — ^An Elementary Class- 
Book OF General Geography. Crown 
8vo. 3.'i'.‘6</. 

MILLAR (J.B.)— Elements OF Df.-scrii'TIve 
(jKomph ry. 2nd Edition. Crown 8vo. 6x. 

MILLER (R. Kalley).—T he Romance of 
Astronomy. 2nd r.d. Cr. 8vo. 4s. 6<4 

MILLIGAN (Rev. Prof W.).— The Resur¬ 
rection of Ouk Lord. and Kd. Cr. 8vo. 5^. 

-The Revelation of St. John. 2nd 

Edition. Crown 8vo. 7s. 6d. 

MILNE (Rev. John J.).—Weekly Problem 
Papers. Fcp. 8vo. 4J. 6d. 

- Companion to Weekly Pkoiilems. Cr. 

8vo. lor. 6d. 

-Soi.utionsofWeekly Problem Papers. 

Crown 8vo. lor. 6d. 
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F. R..S. Medium 8vo. 2Tf. 

MHLLI N(iKK(J. B.).-- CambkipofCharac- 

TFKIST ICS IN THE .SkVENTKFN JTI CkNTURY. 
Oown 8vo.*/'4f, (\d. 

MDRPllY (j. J.).- -Habit and Intei.i.i- 
i.iCNCK. 2nd Ed. Illustrated. 8vo. i6f. 
Ml’KK AV (I',. ('. tirenville).— 1 <«»und about 
Fmascic Crown 8vu. 7*. 6</. 

MURRAY (D. Christie). - Aunt Rachel. 
Crown 8\*>. 6 d. 

- .Sc hwart z. C'lownBvo. 34.6<'/. 

- The WivAKi u Vfsskl. Cr. 8vo. 3f. 6 c/. 

-J'»UN Vale’s (.iuAUDiAN. vols. Crown 

8vo. '.I.-. Od. 

MUSK. - .A Di<.ti..naky of^Mumc and 
Musu i\ss, A.D. 145.^—1880. Edited bySir 
(/KCH.'<.1- tiKoNK, li.C.L. In 4 vols. 8vo. 
2if. each. -Parts L XIV., XIX. XXII. 
3f. 6</. each.- Parts XV. XVL 7s. Parts 
XVIL XVHL 7.L Parts XXlll.- XXV. 
Api'hNDix. Edited by J. A. Fuller Mait- 
r.AND, M.A. yf. ICloth cases for binding, 
If. each. 1 

MYERS ( 1 . \V. H.).— The Renewal of 
Y«)uth, .\M) other Poems. Crown 
8vo. 74*. (yt/. * 

- St. Paul: A Poem. Ex. fcp. 8vo. 2s,6d. 

- Wordsworth. Cr. 8vo. is.6d.', sewed, if. 

- Essays. 2 vols. — L Classical. IJL 

Modem. Crown 8vo. 4f. 6d. each. ^ 
MYERS (E.).— The Puritans: A Poem. 

Extra fcap. 8vo. 2f. bd. 

— Pindar’s Odes. Translated, with Intro¬ 
duction and Notes. Crown Kvo. sf. 

- Poems. Extra fcp. Svo. 4s. 6d. 

-The Defence of Rome, and other 

Pi>ems. F.xtra fcp. 8vo. 5X. 

-The Judgment of Prometheus, and 

other Poems. Extra fcp. 8vo. jf. 6«f 
MYLNE (The Rt. Rev. Bishop).— Sermons 
Preached in St. Thomas’s Cathedral, 
Bombay. Crown 8vo. 6f. 

NADAL (E. S.).— Essays at Home ane 
Elsewhere. Crown 8vt>. 6f. 



42 


MACMILLAN AND CO.’S 


NAPOLEON 1 ., HISTORY OF. By P. 

Lanfrey. 4 vols. Crown 8vo. 30#. 
NATURAL RELIGION. By the Author of 
“ Ecce Honu>.'’ 2nd Edition. 8vo. gs. 

NATURE : A Wef.ki.y Ii.lustkatkd Jour¬ 
nal OF SciENCK. Published every Thursday. 
Price M. Monthly Parts, vs. and ar. Al ; 
Current Half-yearly vols., 155. each. Vols. 
I.- -XL.* fCases for binding vols. is. 
each.] 

NATURE PORTRAITS. A .Series of Por- 
traits of Scientific Worthies engraved by 
Jkbns and others in Poitfolio. India Proofs, 
5J. each. (Portfolio separately, 6 j .1 

NATURE SERIES. Crown 8vo: 

The Origin and Metamorphoses of 
Insects. By Sir John Luhhock, M.P., 
F.R.S. With Illustrations. ys.6f^. 

The Transit of Venus. By Prof. (J. 

F0RHE.S. With Illustrations. 
Polarisation of Light. By W. Spottis- 
wooDE, LL.U. Illustrated. 35-. 6<f. 

On British Wild Flowers consiurkp:!) 
IN Relation to Insects. By Sir John 
L uitnocK, M.P., F.R.S. Illustrated. 4.^.6^. 
Fl4)wkks, Fruits, and Leaves. By Sir 
JoH.N' LuimocK. Illustrated. 4s. 6a. 
How TO DRAW A STRAIGHT LiNE : A LEC- 
tukp:*on Linkag.ks. By .\. B. Krmpe, 
B.A. Illustrated, is. M. 

Light : A Skkipls tH' Simple, Entertain- 
iN(i, AND Useful Experiments. By A. M. 
Mayer and C. Barnard. Illustrated. 
2f. 6(i. 

Sound : A Series of .Simple:, Entertain¬ 
ing, AND InKXPKNSU'K EXPERIMENTS. 

By A. M. Mayer, 6 <i. 

Seeing and Thinkin<j. By Prof. W. K. 
Clifford^ F.R.S. Diagrams. 3^. 6d. 

Charles Darwin. Memorial Notices re¬ 
printed from “Nature.” By Thomas H. 
Huxley, F.R.S., G. J. Romanb.s, F.R.S., 
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SVLIjVBUS of MODERN PLANK GHf>' 
METRY. AssociatMin for the Improvement 
of Geometrfcal Teaching. Crown Svo. is. 

SYLLABUS OK ELEMENTARY DYNA¬ 
MICS.—Part 1. Linear Dynamics. With 
an Appendix on the Meanings of the Sym¬ 
bols in Physical Equations. 4to. ir. 
SYMONS (Arthur).— Days and Nights 
Poems. Globe Svo. 6 s. 

SYMONDS O- A.).—Shkllky. Crown Svo 
IS. 67 . ; sewed, is. 

Sir Philip Sid.nfy. is. 67.; sewed, is. 
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TACITUS, Thk Works of. Transl*, !^ A. J. 
Church, M.A., and W. J. Bnoiyki^^ M.a. 
Thk Histdrv of Tacitus. 4th Edition. 
Crown 8vo. 6 s. 

The $Vcricoi.a and (Jkrmania. A Revised 
'Text. With Notes. Fcp. 8vo. 35.6r/. 
The Aokicola and (skkmania may be had 
separately. 3 S. each. 

'The Ann.\i.s. Book VI. With Introduc* 
lion and Notes. Fcp. 8vo. aj. 6</. 

The Ahricoea and Oekriania. With the 
Dialogue on Oratory. Translated. Crown 
8vo. 4#. 6 tf. 

.Annals oi- T.\citus. Translated. 5th Ed. 

Crown Bvo. 7s. 6</. 

-The Annals. Edited by Prof. LI. O. 

Holurooke, M.a. 8vo. t6jf. 

- • The Histories. Books I. and 11 . Ed. 
by A. 1 >. Goulkv, M.a. Fcp. Bvo. 5J. 

-- - 'The Hlstories. Books III.—V. Edited 
by A. I>. Cloi)i.EY, M.A. Fcp. 8vo. sj. 
TACITUS. By A. J. Church, M.A., and 
W. J. Bkodkihh, M.a. Fcp. 8vo. i#. 6 tf, 
T.\ 1 T (Archbishop).—T hk Present Position 
OF the Church ok England. Being the 
Charge delivered at his Primary Visitation. 
3rd Edition. Svo. .vv. 

' — 1 >U'J!KS OF THE Church of England. 
Being Seven Addres.ses delivered at his 
Second Visitation. Svo. 45. 6 ^. 

- -THh.CHURCH OK THE Futurk. Ch.a^cs 

delivered at his lliird Quadrennial Visitation, 
and Edition. Crown 8vo. yt. M. 

T.VIT.—The Life ok Arcihualo Campbell 
Tait, Arciibishof (»f Canteruury. By 
the Ver>- Rev. the Oean of Wind.sok anti 
Rev, W. Benham, B D. » vols. 8vo. 
'TAIT.- C.XTHARlNXi A.ND CrAWFURD TaIT, 
Wife and Son of Archibai.I) Campbeli., 
Archbishoi' of CANrEKBUKY: A Memoir. 
Edited by the Rev. VV. Bknham, B.D. 
Crown 8vo. ts. 

PopularMdition^ abridged. Cr. Svo, 

'TAIT (C. W. A.).—Analysis of English 
History, based on Green’s “ .Short His¬ 
tory of the English Pkoflk.” Crown 
Svo. 3j;. 6 d. 

TAIT (Prof. P. G.).— Lectures on .some 
Recent Advances in Physical Science. 
jrd Edition. Crown Svo. 9^. 

-Heat. With Illustrations. Cr. Svo. 6#. 

TAIT (P. (i.) and STEELE (W. J.).—A 
V*Tjieatise on Dynamics of a Particle. 

Edition. Crown Svo. \is. 

1 'ANNER (Prof. Henrj).—F irst Principles 
Agriculture. i8mo. \s. 

-The Ahiiott’s rFARM; or, Practice 

WITH Science. Crown Svo. 5 #. bd. 

— The Alfhaiikt of the Principles of 
Agricui.ture. Extra fcp. Svo. 6 d. 

-Further Stei*s in the Principles of 

Agkicultukk. Extra fcp. Svo. xs. 

- - Elementary School Readings in the 
pRiNXiPLKs OF Agriculture for the 
Third SrAtiK. Extra fcp. Svo. is. 

- Elementary Lessons in the Science 
ofA tiKiruLTUKAi,PRACTICE. Fcp.Svo. y.bt/. 


TAYLOR (Franklin). — Primer of Pian 
forte Playing. iSmo. ts. 

TAYLOR (Isaac). —The Restoration < 
Belief. Crown Svo. 8,r. bti. 

TAYLOR^ (Isaac). — Words and Pli^f 
9th Edition. Maps. Globe Svo. 6s. 

-Etruscan Kksrarcme.s. With Woe 

cuts. Svo. 14^'. 

-(treeks and Goths: A Study of ti 

Runes. Svo. y. 

TAYLOR(Sedley).- -Sound and Music, v 
Edition. Extra Crown Svo. S^. 6d. 

- A Systfim <)F Sight-Singing from ti 

Kstaiilished Musical Notation. Svo. 

TEBAY (S.). —Elementary Mensukatk 
FOR Schools. Extra fcp. Svo. y. 6rf. 

TEGETME 1 ER(W. B.). -Household Ma 

AGKMF.NT AND CooKEKY. iSmO. IS. 

TEMPI.?: (Right Rev. Frederick, D.I 
Bishop of London).- Sermons preached 
THE Chapel ok Rugby School. 3rd a 
Cheaper Edition. F:xtra fcp. Svo. ^s. 6d. 

-Skc<»nd Series. 3rd Ed. Kx. fcp. Svo. 

-Third SKRIK.S. 4tb Kd. Kx. fcp. Svo. 

- The Rf:lations hetwkf.n Religl 

AND Science. Banipton Lectures, i8l 
7th and Cheaper Edition. Crown Svo. 6. 

TEMPLE (Sir Rd.). —T.ord Lawrence. P 
trut. Crown Svo. 3^. 6t/. 

'FENNYSON (Lord). — Complete Wori 
New and enlarged ?:dition, with Portrr 
Crown Svo. js. 

School Edition. In Four Parts. Cro' 
Svo. zs. 6d. each. 

—— Works. Library Edition. In 8 vc 
Globe Svo. y. each. Each volume may 
had separately. —Pof:ms. 2 vols. —Idvi. 
OF the Kino.--The Pkince.ss, and Mal 
—Enoch Arden, and In Memokiam. 
Rai.lads, and other Poems. — Que: 
Marv, and Harold.-- Becket, andoth 
Plays. 

-Works. Extra Fcp. Sz>o. Edition^ 

Hand-made Paper. In 7 volumes (supplied 
sets only). 3/. 13^. 6d. — Vol. L Ear 
P tiKMs; II. Lucretius, AND other PoKv 
Ill. Idylls of the King . IV. The Pr: 
cess, and Maud ; V. ?:nix:k Arden, Aj 
In Memoriam ; VI. Queen Mary, A' 
Harold; Vll. Ballads, other Posr 

- Thk Coi.lectf.d Work.s. Miniatt 

Edition, in 14 volumes, namelv, ** T 
Poetical Works,” 10 vols. in a tox. 2 
—“The Dramatic Works,” 4 voU. ir 
box. lor. 6d. 

-Lyrical Poems. Selected and An? 

tatedby Prof. F. T. Palgravk. x8mo. 42.1 
Large Paper Edition. Svo. 9;. 

-—>• In Memoriam. x8mo. is. 6 d, 

Laige Paper Edition. Svo. gs. 

-The Tennyson Birthday Book. Ec 

by Emily Shakbspear. iSmo. ax. 6d. 

-The Brook. With 20 Illustrarions by 

Wot»DRUFF. 33mo. ^s. 6d. 

-Selections from Tennyson. With ! 

troduetton and Notes, by F. /. Rowe .iM., 
and W. T. Webb, M.A. Globe Svo. y. ^ 
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TKNNYSON. — A Companion to “In Mk- 
MOKiAM.’* By Elizabeth R. Chapman. 

(itobe 3 vo. zs. 

- • The Original Editions, Fcp. 8 vo. 

6j. 

MaUI>, AND OTHKK PoKMS. ‘i.S. tit. 

The Princess. 3^. (id. 

I0V1.1..SOF TUK Kinc;. (Collected.) 6i-. 
Enoch Akijen, etc. ^s. 6d. 
'J’HEHoLVC»WAI 1 .,AN 1 > OTHER Pt)KMS. 4 S. 6 d. 
In AIkmoriam. 4f. 

Ballads, and other Poems, sj. 

Harold : A I)u.\MA. 6j. 

<^>CEEN Marv : A Drama. 65. 

' 1 'hk Cui’, and the Falcon, bs. 

liECKET. ts. 

TlRESlAH, AND OTHER PoE.MS. 6s. 

Locrsi.kv Hall,Sixty Years after, etc. 6i-. 
Demetek, ant> other Poems. 6 s. 

-The Royal Editdn. i vol. 8vo. i6j. 

- Selection^ from 'I'ennyson’.s Works. 
•Square 8vo. (v/. ; gilt, square 8vo, 4^. 

• — SoKos FROM Tennyson’s Wkitlnos. 
.Square 8vo. l'a'. 6d. 

TKNNYSON (Hallam). Jack and the 
BeaN'STai.k. With 40 Illustrations by Ran- 

DOLl'tC « < •'FT. K4:p. jto. 3 .C. Tv/. 

TFRENCE.-- Hau'ion'I’ lMOKUiMENos. Edit, 
by K. S. Shl’CKBUkuh, M.A. Fcp. 8vo. 
3.V. —With Translation, 4^. 6r/. 

■ - Phormio. Edited by kev. f(»HN Bond, 
iind A. S. Walpole. Fcp. ‘^vo. 4s. (ui. 

■■■ - Scenp:.s from the Andria. Edited by 
l'\ W. Cornish, M.A. i8mo. is. 6d. 
TERESA (ST.), LIFE OF. By the Author 
of “Devotions before and after Holy Com* 
munion.” ■ Crown 8vo. 8 a\ 6d. 

'PH ACKERAV'. By Anthony Tkoi.lofk. 

Crown 8vo. is. 6d. ; sewed, is. 
THEOCRITUS, BION, and MOSCHUS. 
Rendered into English Prose, with Introduc* 
tory Essay, by A. Lan(;,M.A. i8mo. 4s,6t/. 
Large Paper Edition. 8vo. 94. 
'I’HOMPSON (Edith). —History ok Eni;* 
LAND. New Edit., with .Maps. i8mo, 2s.6d. 
THOMPSON (Prof. Silvanus P.). -Electri¬ 
city AND Maonf.tism, Elkmp:ntary. Il¬ 
lustrated. New Edition. Fcp. 8vo. 44.6^. 

THOMPSON (G. Cafslake). - Public Opi¬ 
nion AND Lord Beacon.skikld, 1875—80. 

2 vols. 8vo. 36 j. 

THOMSON (Hugh).— Days with Sir Roger 
DB CovBRLKY. Illustrated. Fcp. 410. 6.v. 
THOMSON (I. J.). -A Treatise on the 
Motion of Vortex Rings. 8 vo. 6#. 

-Applications of Dynamics to Physics 

ANi> CHEMis'yiY. Crown 8vo. 7s. 6ti. 
THOMSON (Sir Wm.),— Reprint ok Papers 
ON Electrostatics and Magnetism, end 
Edition. 8vo. i&r. 

- Popular Lecturf.s and Audrf.ssks. In 

3 vols.—Vol. I. Constitution of Matter. 
illustrated. Crown 8 vo. 6 s. 


THOMB^ (Sir C. Wyville). -I he Depths 
OF *(%el6KA. An Account of the General 
Kesults of the Dredging Cruises of H.M.SS. 
“Lighthing'* and “Porcupine” during the 
Summers.of i868-69-7a With llluftrations, 
Maps, and Plans. 2nd Edit. Svo. j,is, 6^ 

— 1 ’hk Vf'YACE OP niK “ Challp:n<;er: 
1 'hf.\tlantic. With Illustration.^, Coloured 
Maps, Chartsi, etc. a vols. Svo. 45jr. 

THORNTON(W. T.).-A Plea wjr Peasant 
PR o;'!v-irToRs. New Edit. Cr. Svo. 7^. 6^f. 

.Ol.D-FA.iUtoNKD Ei'HICS AND COMMoN- 

Sense Metaphysics. 8vo. it.js.6d. 

■■ Indian Public Works, and Cognate 
Indian Topics. Crown Svo. 8j. 6d. 

• W<)KI> FOR WOKD FROM HoRACE: Thp; 

OdI'S 1 .n p;kaliyVersified. Cr.Svo. 7s.6</. 
'I’HORNTON (J.).- Fihst J.KssoNS in Bo()K- 
KEKPiNG. New Edition. Crown Svo. 2^.64/. 

- Kp:v pd “ First I.fssons in Bo«»k. 

KPiKPiNt:.’’ Containing all the Exercises 
fully worked out, with brief Notes. Oblong 

4 tO. TD 4 -. 6t/. 

THORPF. (Prof. T. K.).—A Series ok Pro- 
bli:ms, for Use in Coli.kcfs andSchools. 
New Edition, with Key. i8ino. aj. 
THklNCj (Rev. Kdward).--A Construin'*; 
Bin'i.. Pep. 3 vo. jx.bd. 

A Li'iiN Gnadum. ynd Kd. i8mo. 'Jts.6<i. 
— I'hs: Ele.mkm.s ok Grammar TAU<;Hr 
IN Em.i-L'^m. 5th Edition. i8mo. js . 

Kducaih'N and .School. 2nd Edition. 
Clown 8vo. (s. 

— A Manual of Mirid Constkuc'I'ions. 
b'xtra ftp. Svo. i.r. 6*/. 

- riiouL.iiTs «>N l.iFE SciENo:. *nd Edit. 

Crown ovo. 74. (id. 

A Ml.mory iiv Edward Turin*.. By 
J. II. Skkine. Portrait. Crown Svo. 6.i. 
THROUGH THE RANKS TO A COM- 
MIS.SION. New Edit. Cr.Svo. :ts. 6d. 
THRUPl’(Kev. J. F.).-• Introdlltb'N t«3 
THE Study and Use dk thp: Psalms. 2nd 
JCdition. 2 vols. Svo. 25.V. 

I’HUC VDlDF.S.-TnESiciLiANExPKDnioN. 
Book.'; VJ. and VII. Edited by the He\. 
Perch AL FK*)sr, M.-\. Fcp. Svo. ji';» 

-The Cap'JURF. ok SrHACTERi.\. Book 

IV. Chaps. 1 41. Edit, by C. hi. (Jravi.s. 
M.A. i8mo. iA‘. 6d. 

-Book IV. By the same. Fcp. 8va^. 

- The Risp: «*f thp: Athenian Hmpikk. 

Being Selections fVOin Book 1 . Edited by 

F. H. CoLS*)N, M«^. i8mo. if. 6d. ^ 
-Book IV. A R^ision of the Text, illus¬ 
trating the Principal ("auses of Corruption in 
the Manuscripts of this Author. By William 

G. Rutherford, M.A., LL.D. Svo. 7jr.#v/. 

THUDICHUM O- L. W,)and DUPR#. (A.). 
—Tkeatisb on the Origin^ Nature, and 
Varieties OF Wine. Medium 8vo. 25J. 
TODHUNTKR (Isaac). -Euclid for Col¬ 
leges AND Schools. i8mo. 3^. 6d. 

- Kiiv TO PiXERCisEs IN EucLiD. Crowt* 

8vo. 6f. 6 d. 
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TODHUNTER (L). — Mensukati.^ for 
Dlginners. With Examples. i8iic.' 

- Key to Mensuration for Begin¬ 
ners. By Rev. Fr. L. McCarthy. Cr, 
8vo. js. 

— Algebra for Bbcinnrks. With nu¬ 
merous Examples. t8mo. er. 6d. 


TOM BROWN AT OXFO: 
Author of “ Tom Brown's 
Illustrated. Crown 8vo. 6r. 
Uniform Edition. Crown 8 
TOURGENIKF.— Virgin Soi 
by Ashtj)n W. Dilkb. Crov 
TOZER (H. F.).— Classical 


-Key to Aix^buka for Beginners. Cr. 

8vo. 6^. 6</. 

- Algebra for the Use of Colleges 

A Ni> Schools. Crown 8 vo. -js. bd. 


i8mo. i«. 

TRAILL (H. D.).— Sterne. 

xs. (>d .; sew*ed» is. 

-Central Government. C 


— ■ Key t(.» Algebra for Colleges and 

* Schools. Crown 8vo. loj. 6d. 

-Trigonometry for Beginners. With 

numerous Examples. i8mo. ar. 6d. 

-Key to Trigonometry for Bp.ginnbrs. 

Crown 8vo. 8j. 6d. 

• — Plane Trigonometry for Colleges 

AND Schools. Crown 8vo. 5.r. 

- Key to Plane Trigonometry. Crown 

8vo. lof. 6d. 

- A Treatise «>n Spherical Trigonome¬ 
try foktheUseofCollkgesand Schools. 
Crown 8vo. 4s. 6rf. 

-Mechanics for Beginners. With nu¬ 
merous Examples. i8mo. 4^. 

-Key to Mechanics for Beginners. 

6r. 6r/. 

- A Treatise on the Theory of Equa¬ 
tions. Crown 8vo. 7^. 6t/. 

- A Treatise on Plane Co-oruinatb 

Gkcimetry. Crown 8vo. 7s. td. 

- Solutions and Problems contained 

i.N A Treatise on Plane Co-ordinate 
( fEoMETRY. By C. W. Bourne, M.A. 
Crown 8 VO. lor. 6^. 

- A Treatise on the Differential 

Calculus. Crown 8vo. tor. bd. 

-Key TO Treatise on the Differential 

Calculus. By H. St. J. Hunter, M.A. 
Crown 8 VO. lor. td. 

-A Treatise on the Integral Calcu¬ 
lus. Crown 8vo. tor. bd. 

- Key to Treatise on the Integral 

Calculus and its Applications. By 
H. St. J, Hunter, M.A. Cr. 8vo. tor. bd. 

- Examples of Analytical Geometry 

OF Three Dimensions. Crown 8vo. 4^. 

-The Conflict of Studies. 8vo. tor. bd, 

— An Elementary Treatise on La- 
plaxSt's, Lamp's* and Bessel's Functions. 
Crown 8vo. tor. bd. ^ 

—■ Treatise on Analytical Statics. 

Edited by J. D. Evfrbtt, M.A., F.R.S. 
5th Edition. Crown ovo. tor. bd- 

TOM BROWN’S SCHOOL-DAYS. By An 
O 1.D Bov. 

Golden Treasury Edition. x8mo. 41. 6 d. 
Illustrated Edition. Crown 8vo. bs. 
Uniform Edition. Crown 8vo. 3/, bd. 
People’s E^tion. x8mo. ar. 

People’s Sixpenny l^ition. With Illustra¬ 
tions. Medium 4to. 6d!.—Also uniform 
with the Sixpenny Edition of Charles 
Kingsley’s Novels. Medium Bvo. bd. 


- William III. Crown 8vo. 

- Strafford. Portrait. Ci 

-Coleridge. Cr. 8vo. ts. 6* 

TRENCH (R. Chcnevix).—H 

TURKS. 8vo. 7J. bd. 

TRENCH (Capt. F.).— The F 
Question. Crown 8vo. 7s. b 

TREVELYAN (Sir Geo. Otto). 
Crown 8vo. bs. 

TRISTRAM (W. Outram).- Co. 
AND Coaching Ways. Illustr. 
BERT RaiLTONand Hugh Th<. 
Crown 4to. air. 

TROLLOPE (Anthony).-— Thac 
8vo. ir. bd .; sewed, ir. 
TRUMAN(Jc«.).—A ftbk-thouc 
C rown 8vo. 3^. bd. 

TULI.OCH (Principal).— The Ci 
Gospels and the Christ < 
Criticism. Extra fcp. 8 vo. 4* 

TURNERS LIBER STUDI 
Description and a Catalogue. 
Kawlinson. Medium Bvo. 
TURNER (Charles Tennyson).- 
Sonnets.Old andNkw. Ex.fc 
TURNER (Rev. Geo.).-SAMoA, 
Years ago and long before. 
E. B. Tylor, F.R.S. Crown 8' 
TURNER (H. H.).-A Collect 
amplbs on Hbat and Elect: 
8 vo. 2r. 6d. 

TYLOR (E. B.).—Anthropoli 
Illustrations. Crown 8 vo. 7s. 6 

TYRWHITT (Rev. R. St. Jc 
Sketching Club. 4th Ed. Cr. 

- Free Field. Lyrics, chiefly 

Globe 8vo. 3^. bd. 

- Battle and After : Conce 

Thomas Atkins, Greiuulier Gt 
other Verses. Globe 8 vo. 3s. 6c 
UHLANp,— Select Ballads. 

G. £. Fasnacht. iSmo. is . 
UNDERHILL (H. G.).— Easy 
IN Greek Accidence. Globe 8* 
UPPINGHAM BY THE SEA. 

Crown Svo. 3s. bd. 

VAUGHAN (Very Rev. Charles J 
FOR Licctures on ConfikMat 
B^ition. Fcp. 8 vo. is. bd. 

-Memorials of Harrow .Sun 

Edition. Crown 8 vo. xor. 6d, 

-Lbctukbs on the Epistle 

Philippians. 4th Edition. Cr. 8 
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MAUGHAN (Very Rev. C J.).~Lectures 
^ ON THB Revelation ok St. John. 5th 
‘.Edition. Crown 8vo. 10^. 6</. 

Ekii'HAny, Lent, and Easter. 3itl 
E<^ion. Crown 8vo. lor. 6 ti. 

— Heroes OF Faith, and Ed. Cr. 8vo. 

— The Book and the Life, and other 
Sermons. 3rd Edition. P'cp. 8vo. 4#. 6 d. 

St. Paul’s Eimstle to the Romans. 
'I'he Greek Text with English Not^s. 6th 
Edition. Crown 8vo. 75. 6 d. 

-■ Twelve Discourses on Suiijecis con- 
nected with the Lituki.y and Worship 
iiF the Church of England, 4th Edition. 
Fcp. 8vo. 6f. 


VELUMMarg.).—A Garden ok Memories ; 
MKS.fAlSTiN; Lizzie's nAR<;AiN. Three 
Stori^ ‘ vols. Globe 8vo. 12s. 

VENN (Rev. John). -On some C'haiactkk* 
isTics OF'* Ijelie!-, Scientific and Rkli* 
<;ious. Hulseen i86c,. 8vo. js. 6dh 

— - The G>gic ok Chance, jnd Edition. 
Crown 8vo. iw. (ui. 

-Symbolic Iax'.ic. CiownSvo. los.Cd. 

-The Principles ok KmpirTcal or In- 

L«k,h.. 8v « i8f. 

VERNEY (L.atiy). - llov- the Peasant , 
Owner Lives in Parts of France. CiER- 
MANY, Italy, and Rus.sia. Cr. 8vo. 3.V. 6'. 


-Words from the Gospels. 3rd P'xlition. 

Fcp. 8vo. 4s, 6d. 

-'Fhe Epistles ok St. Paul. For English 

Readers. Part 1 . containing the First Epistle 
to the Thes.salonian.s. and Ed. 8vo. \s. 

— The Church of the B'irst Dav.s. 

Series I. Thf. Church ok Jerusalem. 3rd 
Edition. 4^. The Church ok the 

(jentiles. 4r. 6 </.—hi. The Church or 
THE World. Fcp. 8vo. 4.9. (xi. 

■ - LifeV Work and fiou’s Dlscipline. 
3rd Edition. Extra fop. 8vo. 2s. 6ff. 

— — Thp; Wholesomk \V()Rds or Jesus 
Christ, and Edition. B'cp. 8vo. 3f. txf. 

■ B'oesof Faith, and ImI. Fop. 8vo. 

——ChRI.ST SATlSKYlNIi THE INSTINCTS «*K 

. Humanity, and Edition. Extra fcp. 8vo. 

' 3J. 6<f. 

-Counsels for Young Students. B'cp. 

8 vo. ax. 6<f. 

- The Two Great 1 'fmptations. and 
Edition. B'cp. 8vo. 3^. Od. 

- Addresses for Young Clergymen. 
!'xtra fcp. 8vo. 4Jf. 6d. 

— “My Son, give me thine Heart.’* 
F.Mrafcp. 8vo. 5f. 

Rest Awhile. Addresses to Toilers in 
the Ministry. Extra fcp. 8vo. ss. 

— Temple Sermons. Crown 8vo. lor. (x/. 

■ — Authorised or Revised? Sermons on 
some of the Texts in which the Revised 
Version differs from the Authorised. Crown 
8vo. 7s. 6d. 

-St, Paul's Epistle to the Philippian.s. 

With Translation, Paraphrase, and Notes for 
English Readers. Crown 8vo. sr. 

;— Lessons ok the Cross and Passion. 
Words from the Cross. The Reign of 
Sin. The Lord’s Prayer. Four Courses 
of I^nt Lectures. Crown 8vo. tor. 6d, 

-University Sermons, New and Old. 

CrowHi 8vo. lor. M. 

-The Epistle to the Hebrews, With 

Notes. Crown 8vo. 

^AUGHAN (D. J.)w— The Present Trial 
• or Faith. Cctwn Bvo, 9#. 

[ AUGHAN (E. T.X—Somb Reasons of our 
Christian Hope. Hulsean Lectures for 
1875. Crown 8vo. 6 s. 6 d. 

AUGHAN (Robert).— Stones from the 
( QuAfiRV: Sermons. Crown 8vo* ss. 


VERRALL (A. W.).—Studies, Literary 
AND Historical, IS the Odes of Horace. 
8vo. 8f. 6<f. 

VKRRALl.(Mr.s. M.deG.)and HARRISON 
(Miss Jane E.). -Mvtholo<;y and Monu¬ 
ments OK Ancient Athens. I!lu.strated. 
Crown 8vo. i6i-. 

VICTORIA UNIVERSITY CALiCNDAR, 
1890. Crown 8vo. ix. 

VICTOR EMMANUEL 11 ., FIRST KING 
OF ITALY. Hy (i. S. tioDKiN. and Edi¬ 
tion. Crown 8vo. 6.9. 

VIDA: Study of a Girl, }^y Amy Duns- 
.Mv.iK. .;ni ICdition. Crown 8vo. 6f. 

VINCENT (Sir K.)and DICKSON (T. G.).— 
JiANDBooh. 'll) Modp:rn Greek. 3rd Ed. 
f'rowii 8vo. 6x. 

VIRfilL. The Works of Virgil rekdekp:d 
INTO B^Nr.i isH Prose. By !as. Lonsdale, 
M. A., and S. Lee, M.A. Globe Svo. 39. 6 d. 
--•-The .Eneid. Translated into English 
Pro.'.c by J. W. Mackaii., M.A. Crown 
8v4». ys. M. 

('tKoRcHcs, 1 . Edited by T. K. Page, 
M..A. i8mo. IX. M. 

■ - Georgics II. Edited by Rev. J, H. 
.Skkine, M.A. i8mo. ts. 6 f/. 

■ iE.NKU), I. Edited by A. S. Wali*ole, 
M.A. rSmo. ix. 6f/. 

- /Eneid,!!. Ed.byT.K.PAGE. i8mo. ix.6^/. 
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